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INDEPENDENT AUDITORS' REPORT

Kentucky State Committee for School District Audits
Members of the Board of Education

Simpson County School District

Franklin, Kentucky

We have audited the accompanying financial statements of the governmental activities,
the business-type activities, each major fund and the aggregate remaining fund
information of the Simpson County School District (the "District") as of and for the
year ended June 30, 2005, which collectively comprise the District’'s basic financial
statements as listed in the table of contents. These financial statements are the
responsibility of the District's management. Our responsibility is to express opinions on
these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United
States; and the audit requirements prescribed by the Kentucky State Committee for
School District Audits in Appendix | of the Independent Auditors’ Contract—General
Audit Requirements, Appendix Il of the Independent Auditors’ Contract—State Audit
Requirements, and Appendix Il of the Independent Auditors’ Contract—Electronic
Submission. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the business-
type activities, each major fund and the aggregate remaining fund information of the
District as of June 30, 2005, and the respective changes in financial position and cash
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Kentucky State Committee for School District Audits
Members of the Board of Education
Simpson County School District

flows, where applicable, thereof for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report
dated September 7, 2005 on our consideration of Simpson County School District's
internal control over financial reporting and our tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an
opinion on the internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing
Standards and should be read in conjunction with this report in considering the results
of our audit.

The management’s discussion and analysis and budgetary comparison information on
pages 4 through 20 and 60 through 63 are not a required part of the basic financial
statements but are supplementary information required by accounting principles
generally accepted in the United States of America. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the
methods of measurement and presentation of the required supplementary information.
However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the Simpson County School District’s basic financial
statements. The combining and individual nonmajor fund financial statements and
additional information are presented for purposes of additional analysis and are not a
required part of the basic financial statements. The accompanying schedule of
expenditures of federal awards is presented for purposes of additional analysis as
required by U.S. Office of Management and Budget Circular A-133, Audits of States,
Local Governments, and Non-Profit Organizations, and is not a required part of the
financial statements of the Simpson County School District. The combining and
individual nonmajor fund financial statements, other additional information and the
schedule of expenditures of federal awards have been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, are
fairly stated in all material respects in relation to the basic financial statements taken as

a whole. #OQM Q‘PP&’?SL

Russellville, Kentucky
September 7, 2005
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SIMPSON COUNTY SCHOOL DISTRICT
FRANKLIN, KENTUCKY
MANAGEMENT’S DISCUSSION AND ANALYSIS
(MD&A)

YEAR ENDED JUNE 30, 2005

As management of the Simpson County Public School
District (District), we offer readers of the District’s financial
statements this narrative overview and analysis of the
financial activities of the District for the fiscal year ended
June 30, 2005. We encourage readers to consider the
information presented here in conjunction with additional
information found within the body of the audit.

FINANCIAL HIGHLIGHTS

The beginning General Fund fund balance for the District was $3,047,785. The ending
General Fund fund balance was $2,878,374. The primary reason for the decline of
$169,411 in the fund balance was the added initiative for curriculum and the goal for an
increase of student achievement by creating positions for Curriculum Instructional
Assessment Specialist (CIA’s) positions at each school and an increased emphasis on
facility improvements. Also, the impact of three years of unfunded mandates in the form
of salary increases without the compensating increase in SEEK.  SEEK is an acronym
for Support Educational Excellence in Kentucky and is the state formula for funding
schools.  Salaries are recurring expenses that will continue to be an issue to the district
to maintain quality employees without the State support of proper funding of mandates.

There is a noticeable difference reported between the budgetary and the actual revenue
and expenditures due to reporting requirements mandated by the Kentucky Department of
Education’s (KDE) implementation of GASB regulations. The state’s contribution to
our employee’s health insurance and retirement ($2,729,258) is included in the district’s
revenues and expenditure. These are recorded within the audit as “On-Behalf Payments”.

The Capital Outlay and FSPK Fund decreased dramatically (from $608,812 to $0) due to
renovations of two (2) science classrooms at the Franklin-Simpson High School (FSHS),
obligation of funds for a roof replacement at the FSHS in the summer of 2005, a
matching debt service payment for a Qualified Zone Academy Bond (QZAB) to pre-fund
an escrow that over a period of time generates interest for increased bonding capacity.
The District ultimately realized an additional $200,000 in assistance for renovation of the
Franklin-Simpson Middle School (FSMS). A cash transfer from the FSPK fund for
funding of the FSMS renovation project was also made.
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e There was an increase in expenditures due to improvements for the FSHS Baseball Field lighting
and field house, with the beginning phase of main campus electrical service upgrade with a
partnership with the Electric Plant Board. A bus loop, parking and parent drop off was completed
at the FSHS campus. A new entrance “Wildcat Way” was completed at the FSHS campus
through a partnership with the City of Franklin. Initiation of the addition/renovation project at
the FSMS that will include additional classrooms and a new cafeteria/kitchen was started. An
expansion/renovation at Simpson Elementary was started that includes expansion of the
cafeteria/front entrance and administrative area, HVAC, interior finishes and roofing
improvements. Finally the district implemented a performance contract which allows us to make
improvements to the schools that will result in energy and operational savings. The savings are
guaranteed and used to pay for the improvements. The facilities improvements implemented in
the district will exceed a total of about $10.5 million.

e The district began the “Thoughtful Classroom” initiative that will increase training and resources
for the increased challenges for improved student achievement toward the goal of proficiency for
all schools by 2014.

Overview of the Annual Financial Report (AFR)

This annual report consists of a series of financial statements and notes to those statements. These
statements are organized so the reader can understand Simpson County Public School District as a
financial whole, an entire operating entity, in a manner similar to a private-sector business. The annual
report consists of three parts: (A) management’s discussion and analysis, (B) the basic financial
statements and related notes (C) required and other supplemental information. The statements then
proceed to provide an increasingly detailed look at specific financial activities. The District’s basic
financial statements comprise three components: 1) government-wide financial statements, 2) fund
financial statements, and 3) notes to the financial statements. This report also contains other
supplementary information in addition to the basic financial statements themselves.
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Organization of the Annual Financial Repory

2 @) ©
Management’s Basic Financial Required
Discussion and Statements Supplemental
Analysis and Information
Related Notes
1) 2 3)
District-Wide Fund Financial Notes to the
Financial Statements Financial
Statements Statements
| | |

The District-Wide Financial Statements have two sections (1) the Statement of Net Assets and (2) the
Statement of Activities. The Statement of Net Assets and Statement of Activities provide information
about the activities of the whole School District, presenting both an aggregate view of the School
District’s finances and a longer-term view of those finances. Fund financial statements provide the next
level of detail. For governmental funds, these statements tell how services were financed in the short-
term as well as what remains for future spending. The fund financial statements also look at the School
District’s major funds with all other non-major funds presented in total in one column. The notes
provide additional information that is essential to a full understanding of the data provided in the
government-wide and fund financial statements.

Reporting the School District as a Whole

One of the most important questions asked about the School District is “How did we do financially
during the current fiscal year?” The Statement of Net Assets and the Statements of Activities, which
appear first in the School District’s financial statements, report information on the School District as a
whole and its activities in a way that helps answer this question. These statements include all assets and
liabilities using the accrual basis of accounting, which is similar to the accounting, used by most
private-sector companies. This basis of accounting takes into account all of the current year’s revenues
and expenses regardless of when cash is received or paid.
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These two statements report the School District’s net assets and changes in those assets. This change in
net assets is important because it tells the reader that, for the School District as a whole, the financial
position of the School District has improved or diminished. However, the School District's’ goal is to
provide services to our students, not to generate profits as commercial entities do. One must consider
many other non-financial factors, such as Kentucky’s SEEK funding formula and its adjustments, the
School District’s property tax base, required educational programs and other factors.

In the Statement of Net Assets and the Statements of Activities, the School District is divided into two
distinct kinds of activities:

® Governmental Activities — Most of the School District’s programs and services are reported here
including instruction, support services, operation and maintenance of plant, pupil transportation
and extra-curricular activities. The government-wide financial statements outline functions of the
District that are principally supported by property taxes and intergovernmental revenues
(governmental activities).  Fixed assets and related debt is also supported by taxes and
intergovernmental revenues.

¢ Business-Type Activities — These services are provided on a charge for goods or services basis to
recover all of the expenses of the goods or services provided. The School District’s food service
and daycare services are reported as business activities. These activities are funded through fees,
federal grants, and federal commodities.

Net assets may serve over time as a useful indicator of a government’s financial position. In the case of
the District, assets exceeded liabilities by $10,299,697 as of June 30, 2005. This was an increase of
$714,510 over the previous year.

The largest portion of the District’s net assets reflects its investment in capital assets (e.g., land and
improvements, buildings and improvements, vehicles, furniture and equipment and construction in
progress); less any related debt used to acquire those assets that are still outstanding. The amount of
capital assets, net related of debt was $7,802,659 (an increase of $1,452,143 over the previous year).
The District uses these capital assets to provide services to its students; consequently, these assets are
not available for future spending. Although the District’s investment in its capital assets is reported net
of related debt, it should be noted that the resources needed to repay this debt must be provided from
other sources, since the capital assets themselves cannot be used to liquidate these liabilities.

The District’s financial position is the product of several financial transactions including the net results

of activities, the acquisition and payment of debt, the acquisition and disposal of capital assets, and the
depreciation of capital assets.
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Reporting the School District’s Most Significant Funds
Fund Financial Statements

After looking at the District as a whole, an analysis of the School District’s major funds follows. Fund
financial reports provide detailed information about the School District’s major funds. The School
District uses many funds to account for a multitude of financial transactions. A fund is a grouping of
related accounts that is used to maintain control over resources that have been segregated for specific
activities or objectives. Fund accounting is a state mandated uniform system and chart of accounts for
all Kentucky public school districts utilizing the MUNIS administrative software. The District uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements. All of the
funds of the District can be divided into three categories: governmental, proprietary and fiduciary funds.
Fiduciary funds are assets that belong to others. The school’s activity funds and the district’s flex
spending account are reported as fiduciary funds. The proprietary fund consists of the school food fund
and the daycare fund. A proprietary fund is sometimes referred to as an enterprise fund. It is a fund that
operates like a business with sales of goods and services. All other activities of the district are included
in the governmental funds. The major governmental funds for the Simpson County School District are
the general fund, special revenue (grants), and construction fund.

Governmental Funds - Most of the School District’s activities are reported in governmental funds,
which focus on how money flows into and out of those funds and the balances left at year-end available
for spending in future periods. These funds are reported using an accounting method called modified
accrual accounting, which measures cash and all other financial assets that can readily be converted to
cash. The governmental fund statements provide a detailed short-term view of the School District’s
general government operations and the basic services it provides. Governmental fund information helps
determine whether there are more or fewer financial resources that can be spent in the near future to
finance educational programs. The relationship (or difference) between governmental activities
(reported in the Statement of Net Assets and the Statements of Activities) and governmental funds is
reconciled in the financial statements.

Proprietary Funds - Proprietary funds use the same basis of accounting as business-type activities;
therefore, the statements for the proprietary fund will essentially match. The proprietary fund is our
food service operations and daycare program.

Fiduciary Funds — The schools’ activity funds and the flex spending account (or agency funds) are the

District’s fiduciary fund. The fiduciary fund liabilities at year-end totaled $263,093 (an increase of
$2,106 from the previous year).
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FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE

Net Assets for the period ending June 30, 2005

Current and Other Assets
Capital Assets

Total Assets
Long Term Liabilities
Other Liabilities

Total Liabilities
Investment in Capital Assets
(net of debt)
Restricted (SFCC)
Unrestricted Fund

Total Net Assets

Proprietary Total District

Governmental Business-Type District Percentage

Activites Activities Total Change

FY 2004 FY 2005 FY 2004 FY 2005 FY 2004 FY 2005 2004-2005
$4,023,437 | $ 10,786,832 $333,304 | $ 453,530 $4,356,741 | $ 11,240,362 158.00%
$13,272,171 | $ 17,039,469 $192,056 | $ 174,347 | $13,464,227 | $ 17,213,816 27.85%
$17,295,608 | $ 27,826,301 $525,360 | $ 627,877 | $17,820,968 | $ 28,454,178 59.67%
$6,829,310 | $ 15,931,992 $0[$ - $6,829,310 | $ 15,931,992 133.29%
$1,402,551 | § 2,221,520 $3,920 | $ 969 $1,406,471 | $ 2,222,489 58.02%
$8,231,861 | $ 18,153,512 $3,920 | $ 969 $8,235,781 | $ 18,154,481 120.43%
$6,158,460 | $ 7,628,312 $192,056 | § 174,347 $6,350,516 | $ 7,802,659 22.87%
$598,634 | $ 25,389 $0([$ - $598,634 | $ 25,389 -95.76%
$2,306,653 | $ 2,019,088 $329,384 | $§ 452,561 $2,636,037 | $ 2,471,649 -6.24%
$9,063,747 | $ 9,672,789 $521,440 | $ 626,908 $9,585,187 | $ 10,299,697 7.45%

At year-end assets exceeded liabilities by $10,299,697.

SC Net Assets (increased by 7.45% or $714,510)

FY 2005

FY 2004
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Changes in Net Assets for June 30, 2004 and June 30, 2005

Proprietary Total District
Governmental Business-Type District Percentage
Activities Activities Total Change
Revenues FY 2004 FY 2005 FY 2004 FY 2005 FY 2004 FY 2005 2004-05

Program Revenues
Charges for Services $13,400 $14,000 $735,017 $741,298 $748,417 $755,298 0.92%
Operating Grants and Contributions $2,649,401 $2,840,948 $598,471 $717,152 $3,247,872 $3,558,100 9.55%
Capital Grants and Contributions $827,193 $955,983 $827,193 $955,983 15.57%
General Revenue

Property Tax $3,249,155 $3,453,436 $3,249,155 | $3,453,436 6.29%

Motor Vehicle Tax $490,496 $439,383 $490,496 $439,383 -10.42%

Utility Tax $1,212,587 $1,251,327 $1,212,587 $1,251,327 3.19%

Unmined Minerals $0 $382 $0 $382

Other Tax $123,959 $115,967 $123,959 $115,967 -6.45%
State Aid 10,750,307 | $ 11,714,093 $10,750,307 | $11,714,093 8.97%
Investment Earnings 32,099 | $ 99,374 | $ 1,187 | $ 4,032 $33,286 $103,406 210.66%
Other Revenue 17,573 | $ 16,778 $17,573 $16,778 -4.52%
Total Revenues $19,366,170 $20,901,671 | $1,334,675| $1,462,482 | $20,700,845 | $22,364,153 8.03%

Sources of Revenue
Cther Revenue
0%
Investrent Earnings Charges for Services
0% 3%
State Aid Qperating Grants and
53% Contributions
16%
Capital Grants and
Contributions
4%
Property Tax
Unrined Mnerals 15%
0.0% Motor Vehicle Tax
1% 6% 2%
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Governmental Activities| Proprietary Business- District Total District
Type Activities Total %
Change
EXPENSES FY2004 FY 2005 FY2004 FY 2005 FY2004 FY 2005 2004-2005
Instruction $ 12,321,472 | $ 13,142,549 $ 12,321,472 | $ 13,142,549 6.7%
Student Support Services $ 742,801 | $ 823,167 $ 742,801 | $ 823,167 10.8%
Instructional Staff Support Services $ 723,244 | $ 792,049 $ 723,244 | $ 792,049 9.5%
District Administration $ 416,460 | $ 418,503 $ 416,460 | $ 418,503 0.5%
School Administration $ 930,571 | $ 948,621 $ 930,571 ] $ 948,621 1.9%
Business Administration $ 126,497 | $ 137,440 $ 126,497 | $ 137,440 8.7%
Plant Operations & Maintenance $ 2,162,016 | $ 2,386,405 $ 2,162,016 $ 2,386,405 10.4%
Student Transportation $ 981,767 | $ 1,025,693 $ 981,767 | $ 1,025,693 4.5%
Other $ 157,344 | $ 151,820 $ 157,344 | $ 151,820 -3.5%
Interest on long-term debt $ 294,188 | $ 449,376 $ 294,188 ] $ 449,376 52.8%
Loss on disposal of assets $ 7,203 ] $ 17,006 $ 7,203 ] % 17,006 136.1%
Food Service $ 43,300 | $ -1$ 1,059912|$ 1,152,759 |$ 1,103212|$ 1,152,759 4.5%
DayCare $ 167457 |$ 204,255|$ 167,457 | $ 204,255 22.0%
Total Expenses | $ 18,906,863 | $ 20,292,629 | $ 1,227,369 | $ 1,357,014 | $ 20,134,232 | $ 21,649,643 7.5%
Expenses
Interest on long-term debt
29, Loss on disposal of
assets Food Service
0.1% 5%
Other
0.7% Loss on disposal of
assets
Student Transportation 0%
5%
Plant Operations &
Maintenance
11% Instruction
60%

Business Administration
0.6%

School Administration
4% Instructional Staff
Support Services

4%

District Administration
2%

Page 11

4%

Student Support
Services




e The District’s total revenues were $22,364,153 and the total expenditures were $21,649,643.
Revenues exceeded expenditures by $714,510.

e State revenues accounted for 53% and local taxes accounted for 24% of the revenue.
¢ [Instruction was the major expense category and accounted for 60% to the total.

e Food Service revenues exceeded expenses by $76,946, Day Care revenues exceeded expenses by
$28,522.

Financial Analysis of the District Funds

End-of-Year Fund Balances FY 2004 FY 2005 [ Amount of Change |% Change|
General Fund $3,047,785 $2,878,374 ($169,411) -6%
Special Revenue $41,723 $23,827 ($17,896) -43%
Construction Fund $0 $6,914,669 $6,914,669 100%
Other Governmental Funds $608,812 $25,389 ($583,423) -96%
School Food $463,711 $540,657 $76,946 17%
Other Proprietary Funds $57,729 $86,251 $28,522 49%

Year-End Balances

$7,000,000 -
$6,000,000 -

$5,000,000
$4,000,000 - OFY 2005

$3,000,000 EFY 2004
$2,000,000
$1,000,000 -

$0 -

General Fund
Special
Revenue
Construction
Fund
Other
Governmental
Funds
School Food
Other
Proprietary
Funds

e The General Fund’s fund balance showed a negative change of $169,411. This was primarily
the result of state SEEK funding not matching employee salary raises, a creation of additional
positions for CIA and an increased emphasis on facility improvements.

e The Special Revenue fund had a negative change of $17,896. The principal reason for the
difference is that prior year technology funds were expended during the current year. All
projects in the Special Revenue fund are zeroed at end-of-year except the KETS Technology
project.
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The Construction fund showed a increase in the fund balance of $6,914,669. The Construction
funds are restricted funds to be used for construction and renovations projects outlined by the
District Facility Plan. Bonds were sold during the school year for the renovations of the Franklin
Simpson Middle School and Simpson Elementary School. Bonds were also sold for the
Performance Energy Project.

Other Governmental funds showed a decline of $583,423. This was due to the costs of the
construction phase of the Middle School addition/renovation, the Simpson Elementary
renovation projects, renovations of two (2) science rooms at the High School, an obligation of
funds for future roof replacement at the High School and a matching debt service payment for a
Qualified Zone Academy Bond (QZAB).

Other Proprietary Funds which includes the district Daycare operation had an increase in funds
of $28,522 due to monies being escrowed during the year for future emergencies and anticipated
needs.

Comments on General Fund Budget Comparisons

The District’s General Fund total revenues for the fiscal year ended June 20, 2005, net of
interfund transfers, were $13,872,059. This is $278,002 more than was budgeted in the final
working budget. The District budgeted conservatively in its local and state revenues and
received $286,309 more in local funds and $8,307 less in State and Federal than was budgeted.
It is advisable to do this because there have been numerous state funding adjustments and
unfunded mandates during the last four years that have decreased the amount of state revenue the
district has received. A carry-forward balance of 8-10% is recommended.

Expenditures were less that budgeted by $2,261,589. The main reason is that contingencies of
$2,411,875 were budgeted and these were not intended to be spent. Also, expenditure codes in
transportation were overspent due to the increase cost of upgrades/equipment to the new bus
garage.

General fund budget compared to actual revenue varied slightly from line item to line item with
the ending actual fund balance being $169,411 less than the prior year. The primary reason for
this was a result of state SEEK funding not matching employee salary raises, a creation of
additional positions for CIA at each school and an increased emphasis on facility improvement
projects.

The Final Budget and the Original Budget differ primarily because the Original Budget is
prepared by the end of January for the next school year and the state had not adopted their
budget. The District was mandated to adopt a 2.5% pay raise. The first 1% is unfunded by the
SEEK formula.

The Special Revenue fund budget compared to actual will always differ slightly because the state
budget report only shows current fiscal year grant awards. The Special Revenue expenditures
will include current year grant expenditures and previous year grant expenditures that were not
expended at the end of the previous year.
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General Fund and Special Revenue Budget Comparisons (cont.)

10,000,000

REVENUES BUDGET ACTUAL
LOCAL 4,587,260 4,873,569
STATE 8,996,797 8,984,835
FEDERAL 10,000 13,655
TOTAL] 13,594,057 13,872,059
DIFFERENCE 278,002
EXPENDITURES BUDGET ACTUAL
INSTRUCTION $ 8,126,665 | $ 8,172,054
STUDENT SUPPORT SERVICES $ 636,740 | $ 631,234
INSTRUCTIONAL STAFF $ 636,389 | § 624,481
DISTRICT ADMINISTRATION $ 392,920 | § 381,052
SCHOOL ADMINISTRATION $ 808,459 | § 789,494
BUSINESS SUPPORT $ 106,392 | § 105,116
PLANT OPERATIONS/MAINT $ 2,534,459 | § 2,484,682
STUDENT TRANSPORTATION $ 879,144 [$ 1,083,342
OTHER $ 5987 $% 5,986
FACILITIES ACQUISITION & CONSTR]
(INCLUDES CONTINGENCY) $ 2,411875| $ -
$ 16,539,030 | § 14,277,441
DIFFERENCE  § (2,261,589)

Budget To Actual
REVENUES

9,000,000

8,000,000

7,000,000

6,000,000

5,000,000

- mMOOUC®m

4,000,000

3,000,000

- mOOCw®

2,000,000

1,000,000

0

LOCAL STATE FEDERAL

Budget to Actual
EXPENDITURES

9,000,000

8,000,000

7,000,000

6,000,000

5,000,000

4,000,000

OBUDGET
BACTUAL

3,000,000

2,000,000

1,000,000

(=]
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The following tables present a summary of revenue and expense of the General Fund for the fiscal year

ended June 30, 2005.

Revenues:
Local Revenue
Taxes
Property $ 2,975,402
Motor Vehicle $ 439,383
Utilities $ 1,251,327
Unmined Minerals  $ 382
Other $ 115,967
Tuition and Fees $ 5,000
Earnings on Investments $ 73,985
Other Local Revenue $ 12,123
State Revenue $11,714,093
Federal Revenue & Other Sources $ 13,655

$11,714,093
13,655 %

$ 4,873,569

GENERAL FUND REVENUES

Federal Revenue &
Cther Sources

0%
State Revenue
71% /
' Local Revenue

Total revenues

$16,601,317

The majority of revenue was derived from state funding (71%) with local revenue sources making up

29% of total revenue.

Expenditures:
Instruction
Student Support Services
Instructional Support
District Administration
School Administration
Business Support
Plant Operations
Student Transportation
Other
Total expenditures

Expenditures in Excess of Revenue

$ 10,254,958
$ 782,294
$ 758,163
$ 411,441
$ 948,243
$ 115,053
$ 2,561,733
$ 1,142,919
$ 31,895
$ 17,006,699
$

(405,382)

EXPENDITURES
Flant Tr > rtati
erations ransportation
Business
Support Cther
0.68% 0.19%
School
Administration
6%
Instruction
District 60%
Administrati
2% <
Instructional Support
Support Services
4% 5%
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CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

By June 30, 2005, the district had invested $28,342,838 in capital assets. This included land, school

buildings, athletic facilities, maintenance facilities, computer equipment and administrative offices.

The accumulated depreciation was a total of $ 111,129,022. The district had $3,987,449 in construction

in progress on open projects through out the district.

SUMMARY OF CAPITAL ASSETS

Proprietary

Governmental Business-Type District

CAPITAL ASSETS Activities Activities Total
FY 2004
Land $ 2,020,087 s
Buildings $ 16,654,504 (s -]
Equipment and Furniture | $ 3,237,227
Vehicles $ 1,747,197 (s -]
Total Assets $ 23,659,015

Capital Assets (Increase of 17.6%)

FY 2005

FY 2004

Total District
Percentage

2004-05
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Long-Term Debt

At year-end the district had $15.4 million in general obligation bonds outstanding. This was a increase
of 142.82% over last year. The increase was due to selling the 2005 bonds for the renovations of
Simpson Elementary and F-S Middle Schools.

Outstanding Debt
General Obligation Bonds: Governmental | Governmental $10,000,000
Activities Activites $9,000,000
FY2004 FY2005 48,000,000
Series 1998 Refunding of 1988 and 1991 Issues--Additions to $ 1,805,000 $1,565,000 o
Simpson, Lincoln and Middle School $7,000,000 :
Series 2000 Renovations for Simpson Elem, FS High School, $ 2,600,000 $2,515,000 $6,000,000 0 Series 2005
and the Career Technical Center $5,000,000- 0 Series 2002
Series 2002  Re-funding of 1993 Issue $ 1,970,000 $ 1,785,000 $4,000,000 0 Series 2000
(Additions and Renovation to Lincoln Elementary) 45,000,000 ] $2,600,000 $2,5%000 O Series 1998
Series 2005 Renovations for Simpson Elem, F-S Middle School $9,615,000 62,000.000
$1000,000 $1805,000 $1565,000
TOTAL $ 6,375,000 | $15,480,000 0 FY 2004 FY 2005

BUDGETARY IMPLICATIONS

A fundamental principle of finance is a balanced budget. It is important not to spend more than is
received. Unknown circumstances sometimes arise that require expenses in a year that exceed revenues.
It is extremely important that the district continue to budget very conservatively. The district receives
approximate 53 % of its new general fund revenue each year through the state funding formula (SEEK).
There have been adjustments that caused a very significant decrease in the funding. The SEEK forecasts
from the state should be considered only an estimate of state revenue. If the state does not get the
revenue from taxing sources, an adjustment will be made to the funding formula. The district should
always be prepared for such reductions in funding.

Approximately 24 % of the new general fund revenue is from local property tax. The major portion of
the tax revenue does not come to the district until the sixth-eighth months of the school year. This
means the general fund’s beginning fund balance must be used to absorb much of the first five months
of expenditures in the school year. Provisions must always be made to have a significant fund beginning
balance to start each year. The General Fund has an ending fund balance of $2,878,374 or 15.42 % of
the total budget as a beginning balance for next year.

By law the budget must have a minimum 2% contingency but it is recommended that a higher
contingency be maintained. The district adopted a budget with $1,650,082 in contingency (8.02%). The
beginning fund balance for beginning the fiscal year is $2,878,374. Significant Board action that
impacts the finances include a 3 % pay raise for all certified and classified employees and general fund
matching dollars for state and federal grants. The district currently participates in twenty-six federal and
state grants. All federal funds received by Simpson County are restricted for specific purposes. The total
budget for these grants is $3,068,275. Many of these grants are funded on a reimbursement basis. This
requires the district to pay the expenses of the grant and then apply for reimbursement. At year-end, the
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District’s General Fund was due $116,066 from other funds. The district must continue to monitor the
grants constantly and get reimbursements in a timely manner. The district must also maintain a
significant cash balance in order to pay the expenses of these grants while waiting for reimbursements.
In addition, decisions about allocation of funds held in reserve for annual expense must always consider
the implication of recurring expense. Personnel expenses are a classic example of recurring expense.
Also, additional contingency is required due to the age of the district’s buildings where unanticipated
major repairs could arise to maintain up-to-date facilities and a good learning environment for all
students. Simpson County Schools has made a continuous effort to increase pay raises above the state
minimum requirement to compete more with surrounding districts in attracting the best and talented
educators. The district’s policy of maintaining a strong reserve resulted in no cutbacks or layoffs as a
result of reduced state funding.

DISTRICT CHALLENGES FOR THE FUTURE

Our mission and the primary challenges for Simpson County Schools are to continue increasing student
achievement toward our goal of proficiency for all schools by 2014 which will be accomplished by
successfully meeting the learning needs of every single student we serve. We are implementing an
important professional development initiative called Thoughtful Education to help us realize this
mission. Additionally, it is critically important for us to attract and retain the best educators available
for our students, to provide modern/well-maintained facilities where students may learn and staff may
work, and improve the average daily attendance count for students.

Simpson County Schools made impressive gains on the 2005 CATS assessment given last spring,
raising our index 6 points overall (third highest increase in the state of Kentucky!!!) from 76.2 to 82.2.
Our Elementary Schools - Franklin Elementary, Simpson Elementary and Lincoln Elementary receive a
joint accountability index. This year our elementary schools improved their accountability index to
88.3, an increase of 7 points. Additionally, our elementary schools exceeded their biennium goal!
Franklin-Simpson Middle School improved its accountability index 7.3 points to 84.2 and met its novice
reduction goal. Franklin-Simpson High School improved their biennium index from 69.8 up to 73.7.
However, we can’t rest on our laurels in a system of continuous improvement. We must plan very
wisely and make informed decisions about the best way to allocate our resources in order to bring about
improved student learning.

Our school system is in the second year of involvement in an important professional development
initiative called Thoughtful Education. During Year One, principals and teacher leaders received
training in Thoughtful Education, and started one or two “Learning Clubs” at each school. We are now
engaging all instructional staff members in “Learning Clubs” to see and learn for themselves what
Thoughtful Education is all about and what it can do for our students. Thoughtful Education is built
upon five pillars of improving teaching, learning, and schools in general:

1. The Hidden Skills of Academic Literacy -- These skills are called “hidden” because
they are largely under-taught, under-described, and under-assessed. Including such
skills as vocabulary, note making, and comparing/contrasting, mastery of these skills
is essential to high performance.

2. Research-Based Strategies -- Today’s students require engaging strategies which
research has shown to be effective.
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3. A Diversity That Works -- We have known for years that different students learn in
different ways. The challenge is to find a “diversity that works,” and by focusing on
these skills and strategies with simple accommodations for different learning styles
(mastery, understanding, self-expressive, and interpersonal), the results can be
nothing short of phenomenal.

4. Curriculum Design -- Thoughtful curriculum design provides a manageable
framework for stressing the hidden skills of academic literacy through research-based
strategies, all in the atmosphere of a diversity that works. But, more important, it also
offers a place where students can come to learn about themselves while they interact
with others and engage with powerful ideas. In other words, they can be thoughtful.

5. Instructional Learning Teams -- Just as students need a place “to learn about
themselves while they interact with others and engage with powerful ideas,” so do
teachers need the benefits of collaboration in reaching student achievement goals.
Instructional Learning Teams insist that no teacher is alone when it comes to raising
achievement; rather, through focus, collaboration, adaptability, and reflection,
teachers share a commitment to developing the capacity of the school and district.

We are very excited about this professional development initiative and believe it is making a
positive difference for students in Simpson County Schools.

Our business is a people business. The adults we have working with our students are critical to our
success. Therefore, it’s essential to our mission to attract and retain the very best educators possible in
order to enhance the instructional program for all students. This requires competitive salaries/benefits
and up-to-date resources and facilities.

Our district facilities plan calls for about $28 million in facility improvements. Our most pressing needs
are renovations and/or additions of existing facilities at Franklin Elementary School, Simpson
Elementary School and Franklin-Simpson Middle School. We have a project underway at our middle
school where we are making an addition and renovation which includes ten (10) new additional
classrooms, media center and a new cafeteria/kitchen. We are wrapping up an addition/renovation
project at Simpson Elementary which includes the following: cafeteria/front entrance/administrative area
expansion/renovation, HVAC and roofing improvements. We also completed renovations of two
Science Labs at Franklin-Simpson High School. With the support of Senator Richie Sanders and
Representative Rob Wilkey, the General Assembly appropriated a $3.8 million allotment for a complete
renovation of Franklin Elementary, including an upgrade to the front exterior facade, HVAC, interior
finishes and roofing improvements. Finally, we are completing a performance contract which allows us
to make improvements to our schools that will result in energy and operational savings. The savings are
guaranteed and used to pay for the improvements. We will realize improvements district-wide in
lighting and HVAC control systems. Additionally, this mechanism provided for a new geothermal
HVAC system for Simpson Elementary and new air conditioning for the Franklin-Simpson Career &
Technical Center. The facilities improvements currently being implemented in our district will total
about $15.5 million. Though these improvements will be a tremendous boost to our schools, it
represents only a portion of our total needs. Adhering to the facilities plan is essential in providing
quality buildings and excellent learning environments for our students.
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Another district challenge mentioned is improving the average daily attendance count. The
district receives funding through the SEEK formula based on this count. It is vital that our
schools have high attendance percentages and that parents and students continue to choose
Simpson County Schools when they could be attending elsewhere. Maintaining excellence and
emphasizing serving the public are the main factors influencing this district challenge.

This financial report is designed to provide our citizens, taxpayers, and investors and creditors
with a general overview of the School District’s finances and to show the School District’s
accountability for the money it receives. If you have any questions about this report or need
additional information, inquiries should be directed to Jim Flynn, Superintendent or Linda
Travelstead, Director of Financial Services (270) 586-8877, 430 South College St., Franklin,
KY, 42134.
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SIMPSON COUNTY SCHOOL DISTRICT

STATEMENT OF NET ASSETS
June 30, 2005
GOVERNMENTAL BUSINESS-TYPE
ACTIVITIES ACTIVITIES TOTAL
ASSETS
(7= 1] o OSSR $ 10,152,775 $ 385,397 $ 10,538,172
Accounts receivable:
TAXES e 163,190 0 163,190
ACCOUNLS .t 6,060 3,078 9,138
Intergovernmental ...........cccceiiiiiiiiniie e, 401,457 0 401,457
INVENTOTY oo 0 65,055 65,055
Prepaid eXpenses ........ccccevvieee e 968 0 968
BoNnd iSSUANCE COSt....cvveniiiiiiieeieeeeeeeeee e, 63,700 0 63,700
Less: accumulated amortization..........cccccceeeennnen. (1,318) 0 (1,318)
Non-depreciated capital assets.........cccccceeeriiiiiiieenn. 4,574,430 0 4,574,430
Depreciable capital assets.........ccooceveecvieiniieeeiineeene 23,342,749 425,659 23,768,408
Less: accumulated depreciation...........ccccoeeeveennee (10,877,710) (251,312) (11,129,022)
TOTAL ASSETS 27,826,301 627,877 28,454,178
LIABILITIES
Accounts payable........ccooeeiiiiii 766,124 969 767,093
Deferred revenUE ...........eeevieiiieeieeeeeeeeeeeeee e, 116,067 0 116,067
Accrued iNtereSt........oooveeeeeeeeeieeeeeeeee e 218,064 0 218,064
Long-term obligations:
Due within one year:
Outstanding bonds ........cccceevveiiiiiieniiiieeeee 665,000 665,000
OLNET e 205,860 205,860
Compensated absences...........cccceeeeceeeeennnnen. 250,405 250,405
Due beyond one year:
Outstanding bonds ........cccceevveeiiiiieniiiieeeee 14,838,625 0 14,838,625
OtNET e 616,341 0 616,341
Compensated absences.........ccccceeeevieeeenneen. 477,026 0 477,026
TOTAL LIABILITIES 18,153,512 969 18,154,481
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NET ASSETS

Invested in capital assets, net of related debt............. 7,628,312 174,347 7,802,659
Restricted for:

DEDt SEIVICE ..covveeeeeeeeeeeeee e 25,389 0 25,389
UNreStriCted. ...ocveeiiieeiee e 2,019,088 452,561 2,471,649

TOTAL NET ASSETS $ 9,672,789 $ 626,908 $ 10,299,697

See accompanying notes to the financial statemente.
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SIMPSON COUNTY SCHOOL DISTRICT
STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2005

GOVERNMENTAL ACTIVITIES
INStruction.........ccoeviviiiii e
Support services:

Student ..o
Instructional staff.........cccccevennnee
District administration...................
School administration...................
BUSINESS ..o

Plant operations and
Maintenance ........cccccoveeeeeiiiveeennne

Facilities acquisition and
CONSIIUCHION ...

Interest on long-term debt .................
Loss on disposal of assets ................

TOTAL GOVERNMENTAL
ACTIVITIES

PROGRAM REVENUES

NET (EXPENSE) REVENUE AND
CHANGES IN NET ASSETS

OPERATING CAPITAL
CHARGES FOR GRANTS AND GRANTS AND GOVERNMENTAL BUSINESS-TYPE

EXPENSES SERVICES CONTRIBUTIONS CONTRIBUTIONS ACTIVITIES ACTIVITIES TOTAL
13,142,549 $ 5,000 $ 2,520,325 $ 18,649 $(10,598,575) $ 0 $(10,598,575)
823,167 0 40,873 0 (782,294) 0 (782,294)
792,049 0 51,914 0 (740,135) 0 (740,135)
418,503 0 0 0 (418,503) 0 (418,503)
948,621 0 0 0 (948,621) 0 (948,621)
137,440 0 17,342 0 (120,098) 0 (120,098)
2,386,405 9,000 55,500 0 (2,321,905) 0 (2,321,905)
1,025,693 0 35,069 0 (990,624) 0 (990,624)
151,820 0 119,925 0 (31,895) 0 (31,895)
0 0 0 684,781 684,781 0 684,781
449,376 0 252,553 (196,823) 0 (196,823)
17,006 0 0 0 (17,006) 0 (17,006)
20,292,629 14,000 2,840,948 955,983  (16,481,698) 0 (16,481,698)
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BUSINESS-TYPE ACTIVITIES

FOOd Services......coovvvvviviveieeeienns 1,152,759 508,521 717,152 0 0 72,914 72,914
(O] {1 204,255 232,777 0 0 0 28,522 28,522
TOTAL BUSINESS-TYPE
ACTIVITIES 1,357,014 741,298 717,152 0 0 101,436 101,436
TOTAL SCHOOL DISTRICT $ 21,649,643 $ 755,298 $ 3,558,100 $ 955,983 (16,481,698) 101,436 (16,380,262)
GENERAL REVENUES
Taxes:
Property ... 3,453,436 0 3,453,436
Motor vehicle.......ccccoeeeeeeiiiiviieeeeee, 439,383 0 439,383
1=, 1,251,327 0 1,251,327
Unmined minerals .........ccccevvevvvunnnnnnn. 382 0 382
(O] (oY 115,967 0 115,967
State aid .ccooeeeeeeeeeeeeee, 11,714,093 0 11,714,093
Investment earnings ........ccccoeeiiiiieenenen. 99,374 4,032 103,406
(@] {1 16,778 0 16,778
TOTAL GENERAL REVENUES 17,090,740 4,032 17,094,772
CHANGE INNET ASSETS...........ooooeeieeeeeeeee. 609,042 105,468 714,510
NET ASSETS — BEGINNING OF YEAR............. 9,063,747 521,440 9,585,187
NET ASSETS-END OF YEAR $ 9,672,789 $ 626,908 $ 10,299,697

See accompanying notes to the financial statemente.




SIMPSON COUNTY SCHOOL DISTRICT
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BALANCE SHEET
GOVERNMENTAL FUNDS
June 30, 2005
OTHER TOTAL
SPECIAL CONSTRUCTION  GOVERNMENTAL GOVERNMENTAL
GENERAL FUND  REVENUE FUND FUND FUNDS FUNDS
ASSETS
L7 T o R $ 2,609,470 $ 0$% 7,517,916 $ 25,389 $ 10,152,775
Accounts receivable:
TAXES 1ttt 163,190 0 0 0 163,190
ACCOUNTS ...t e e e e e e e e e e e e e e e e enaens 6,060 0 0 0 6,060
Intergovernmental...........oooiiiiii i 112 401,345 0 0 401,457
Due from Other fUNAS ......cooeeeeeieee e 249,259 0 0 0 249,259
Prepaids ....ooooeeeeeiieee e 968 0 0 0 968

TOTAL ASSETS $ 3,029,059 $ 401,345 $ 7,517,916 $ 25,389 $ 10,973,709
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LIABILITIES
AND FUND BALANCES

LIABILITIES

ACCOUNES PAYADIE ...oooieie e
Due t0 other fuNAS ......eeeeeeeeeeeee e
Deferred revenUE..........cooovvveeiiiiie

TOTAL LIABILITIES

FUND BALANCES
Reserved for:

Encumbrances ........ccccooi
Future construction..........cccoeeciiiiiie e
Compensated abSEnCesS........ccuevvviiiieiniiee e
Debt Service ...
UNreserved ...

TOTAL FUND BALANCES

TOTAL LIABILITIES AND
FUND BALANCES

See accompanying notes to the financial statemente.

$ 150,685 $ 12,192 § 603,247 $ 0 $ 766,124
0 249,259 0 0 249,259

0 116,067 0 0 116,067

150,685 377,518 603,247 0 1,131,450

0 4,571 0 0 4,571

600,000 0 6,914,669 0 7,514,669
65,580 0 0 0 65,580

0 0 0 25,389 25,389

2,212,794 19,256 0 0 2,232,050
2,878,374 23,827 6,914,669 25,389 9,842,259

$ 3,029,059 $ 401,345 $ 7,517,916 $ 25,389 $ 10,973,709




SIMPSON COUNTY SCHOOL DISTRICT
RECONCILIATION OF THE GOVERNMENTAL FUNDS
BALANCE SHEET TO THE STATEMENT OF NET ASSETS
June 30, 2005

TOTAL FUND BALANCES — GOVERNMENTAL FUNDS............ccooiiiee

Amounts reported for governmental activities in the statement of net assets
are different because:

Capital assets used in governmental activities are not financial resources
and, therefore, are not reported as assets in governmental funds. The cost of
the assets is $27,917,179, and the accumulated depreciation is $10,877,710........

Bond issuance costs are not financial resources and, therefore, are not
reported as assets in governmental funds. The cost of the asset is $63,700,
and the accumulated amortization iS $71,318. ..eeeeeiiiiieeeeeeeee e

Long-term liabilities, including bonds payable, are not due and payable in the
current period and, therefore, are not reported as liabilities in the funds. Long-
term liabilities at year-end consist of:

BONAS PAYADIE ... e
Accrued interest on outstanding bonds ...
(@101 T o (=T o) (PSSP PRRTOPRR PRSPPI
Compensated ADSENCES .....ccooueiiiiiiiii e

TOTAL NET ASSETS — GOVERNMENTAL ACTIVITIES

See accompanying notes to the financial statemente.
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(15,503,625
(218,064
(822,201

)
)
)
(727,431)
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SIMPSON COUNTY SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
For the Year Ended June 30, 2005

REVENUES

From local sources:

Taxes:

Property
Motor vehicle
Utilities

Earnings on investments ..........cccooeeeiiiiee e

Other local revenue

Intergovernmental — state .......cocceeiiiiiiiiiiie
Intergovernmental — federal.........c.ccovieiiiiiiiinc e

EXPENDITURES

Current:

Instruction
Support services:
Student

TOTAL REVENUES

Instructional staff.........coooeeeeiiiiiiiiiieccceccc,

District administration.........ccoeeeeeeeeiiieiiieieicccecceeecceeene

OTHER TOTAL
SPECIAL CONSTRUCTION GOVERNMENTAL GOVERNMENTAL

GENERAL FUND REVENUE FUND FUND FUNDS FUNDS
$ 2975402 $ 0$ 0$ 478,034  $ 3,453,436
439,383 0 0 0 439,383
1,251,327 0 0 0 1,251,327
382 0 0 0 382
115,967 0 0 0 115,967
5,000 0 0 0 5,000
73,985 303 73,567 25,389 173,244
12,123 73,369 0 0 85,492
11,714,093 1,209,683 0 863,767 13,787,543
13,655 1,576,242 0 0 1,589,897
16,601,317 2,859,597 73,567 1,367,190 20,901,671
10,254,958 2,594,102 0 0 12,849,060
782,294 40,873 823,167
758,163 51,914 810,077
411,441 0 411,441
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Debt service:
PrNCIPAL ...
INEEIEST ..
BoNnd iSSUANCE COSES....cooviiiiiiieii e
Facilities acquisition and construction...........cccecveeeiiieeeinneenn.
TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF REVENUES OVER
EXPENDITURES............c..cooiii e

OTHER FINANCING SOURCES (USES)

Debt ProCeEeAS ....ccouviiieiiiie e
BONd ProCEEAS. ...t
Payment to eSCrow agent .........coocveerirciie e
Operating transfers ..o
TOTAL OTHER FINANCING
SOURCES (USES)
NET CHANGE IN FUND BALANCES.............cccooiiiniiiiec e
FUND BALANCES - BEGINNING OF YEAR..............cccoocviiniennnn.

FUND BALANCES - END OF YEAR

See accompanying notes to the financial statemente.

948,243 0 0 0 948,243
115,053 17,342 0 0 132,395
2,561,733 55,500 0 0 2,617,233
1,142,919 35,069 0 0 1,177,988
31,895 119,925 0 0 151,820

0 0 0 510,000 510,000

0 0 0 283,545 283,545

0 0 63,700 0 63,700

0 0 3,684,508 208,658 3,893,166

17,006,699 2,914,725 3,748,208 1,002,203 24,671,835
(405,382) (55,128) (3,674,641) 364,987 (3,770,164)
273,203 0 0 0 273,203

0 0 9,922,700 0 9,922,700

0 0 0 (281,800) (281,800)

(37,232) 37,232 666,610 (666,610) 0
235,971 37,232 10,589,310 (948,410) 9,914,103
(169,411) (17,896) 6,914,669 (583,423) 6,143,939
3,047,785 41,723 0 608,812 3,698,320

$ 2,878,374 23827 $ 6914669 $ 25,389 9,842,259




SIMPSON COUNTY SCHOOL DISTRICT
RECONCILIATION OF THE GOVERNMENTAL FUNDS
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES TO THE STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2005

TOTAL NET CHANGE IN FUND BALANCES — GOVERNMENTAL FUNDS ................ $ 6,143,939

Amounts reported for governmental activities in the statement of activities
are different because:

Capital outlays are reported in governmental funds as expenditures.

However, in the statement of activities, the cost of those assets is allocated

over their estimated useful lives as depreciation expense. This is the amount

by which capital outlays ($4,657,076) exceeds depreciation expense

($872,772) INthe PEIIOM. .. eeeiieeieiieie et et steste e e e e e e s e ete e teesreesneesnaesnneas 3,784,304

Gains and losses are not presented in governmental funds because they

do not provide or use current financial resources. However, they are

presented in the statement of activities. The difference between proceeds

from the sale of assets and the actual gain/loss from the sale net to this

AMOUNT fOr T YEAN . ... (17,006)

Repayment of bond principal and other debt is an expenditure in the
governmental funds, but the repayment reduces long-term liabilities in the
statement Of NEE ASSEIS. ...oovviee e 699,713

The proceeds for the issuance of bonds and other debt provide current
financial resources and are reported in the fund financial statements but they
are presented as liabilities in the statement of net assets. ........ccccoeveiiniinnen. (9,914,103)

Expenditures reported in the fund financial statements are recognized when

the current financial resource is used. However, expenses in the statement

of activities are recognized when they are incurred relating to interest cost,

debt issuance cost and compensated absences. ... (87,805)

CHANGE IN NET ASSETS — GOVERNMENTAL ACTIVITIES $ 609,042

See accompanying notes to the financial statemente.
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SIMPSON COUNTY SCHOOL DISTRICT
STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
June 30, 2005

ENTERPRISE OTHER
FUND ENTERPRISE
FOOD SERVICE FUNDS TOTAL
ASSETS
CURRENT ASSETS

(721 o [P $ 305,753 $ 79,644 $ 385,397

Accounts receivable:
ACCOUNTS.....ccoieieeee e 0 3,078 3,078
INVENTOTY .. 65,055 0 65,055
TOTAL CURRENT ASSETS 370,808 82,722 453,530

NON-CURRENT ASSETS
Fixed assets — Net.......cccooovieeeeeieiiieiiieeeeeeeeeeee, 170,229 4,118 174,347

TOTAL ASSETS $ 541,037 $ 86,840 $ 627,877

LIABILITIES AND
NET ASSETS

CURRENT LIABILITIES

Accounts payable .........ccooceeiiiiiiiiee e $ 380 $ 589 $ 969
TOTAL CURRENT LIABILITIES 380 589 969

NET ASSETS
Invested in capital assets........cccoceeveiiiieciiie e, 170,229 4,118 174,347
UNrestricted ....ooouevieeeiee e 370,428 82,133 452,561
TOTAL NET ASSETS 540,657 86,251 626,908

TOTAL LIABILITIES AND
NET ASSETS $ 541,037 $ 86,840 $ 627,877

See accompanying notes to the financial statemente.
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SIMPSON COUNTY SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS

PROPRIETARY FUNDS

For the Year Ended June 30, 2005

OPERATING REVENUES

Lunchroom sales ........ccccceeeeeeeieiiiiiiiie
Tuition and fEES ....ceeeveeeeeeeeeeeeeeeeeee e,

TOTAL OPERATING REVENUES

OPERATING EXPENSES

Salaries and Wages ........ccoceeeveriiieeniee e
CoNtract SErVICES .......ccoceviieeirieiiee e
Materials and sUPPlies ........cccoeeeriieeriiieeeiineennn
Other operating eXpenses. ........cccvevrveeeeiiiieeennns
Depreciation eXpense........cccccceeevcveeriieeeeinneenns

TOTAL OPERATING EXPENSES

OPERATING INCOME (LOSS)

NON-OPERATING REVENUES (EXPENSES)

State operating grants .........ccocccevieeriieniieenienns
Federal operating grants.........cccocveeeriieeennneenn.
Donated commodities .........occeeevieiiiiiiee e
INterest revenUe........ooceeeiiiiee i
Loss on disposal of assets.........ccccceeveiiiiiennnnn.

TOTAL NON-OPERATING REVENUES
(EXPENSES)

CHANGE IN NET ASSETS ...

TOTAL NET ASSETS — BEGINNING OF YEAR .......

TOTAL NET ASSETS - END OF YEAR

See accompanying notes to the financial statemente.

ENTERPRISE OTHER

FUND ENTERPRISE
FOOD SERVICE FUNDS TOTAL
$ 508521 $ 0 508,521
0 232,777 232,777
508,521 232,777 741,298
540,831 155,323 696,154
24,935 0 24,935
546,596 44,609 591,205
1,070 2,754 3,824
25,310 1,569 26,879
1,138,742 204,255 1,342,997
(630,221) 28,522 (601,699)
67,493 0 67,493
579,175 0 579,175
70,484 0 70,484
4,032 0 4,032
(14,017) 0 (14,017)
707,167 0 707,167
76,946 28,522 105,468
463,711 57,729 521,440
$ 540,657 $ 86,251 626,908
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SIMPSON COUNTY SCHOOL DISTRICT
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
For the Year Ended June 30, 2005

ENTERPRISE OTHER
FUND ENTERPRISE
FOOD SERVICE FUNDS TOTAL
CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from user charges.........ccccevvveieenne $ 508,956 $ 234,484 $ 743,440
Cash payments to employees for services ............. (489,577) (155,323) (644,900)
Cash payments for contract services.........c...ccuee.... (24,935) 0 (24,935)
Cash payments to suppliers for goods and
SEIVICES. . eeeireieeereee e ettt e e et e e (506,969) (47,906) (554,875)
Cash payments for other operating expenses ........ (1,070) (2,754) (3,824)
NET CASH PROVIDED BY (USED IN)
OPERATING ACTIVITIES (513,595) 28,501 (485,094)
CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES
Nonoperating grants received..........cccocveeeiineeennns 595,414 0 595,414
NET CASH PROVIDED BY NONCAPITAL
FINANCING ACTIVITIES 595,414 0 595,414
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Acquisition of capital assets.........cccocveerriieeeinneeenn. (23,187) 0 (23,187)
NET CASH USED IN CAPITAL AND
RELATED FINANCING ACTIVITIES (23,187) 0 (23,187)
CASH FLOWS FROM INVESTING ACTIVITIES
Interest on investmentS..........coouueeeeiiiiiiiiiieeeeeeeeee, 4,032 0 4,032
NET CASH PROVIDED BY
INVESTING ACTIVITIES 4,032 0 4,032
NET INCREASEINCASH .........cccoooiiii, 62,664 28,501 91,165
CASH - BEGINNING OF YEAR ........ccccceiiiiiiiiieeeen, 243,089 51,143 294,232

CASH - END OF YEAR $ 305,753 $ 79,644 $ 385,397
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RECONCILIATION OF OPERATING INCOME
(LOSS) TO NET CASH PROVIDED BY (USED IN)
OPERATING ACTIVITIES

Operating income (10SS).......ccovruieriiiieeiiiieee e

Adjustments to reconcile operating income
(loss) to net cash provided by (used in)
operating activities:

Depreciation ...
Commodities USEd.......ccooviviiiriiiiiiiiee e
On-behalf payments received............cccceevunennn.

Changes in assets and liabilities:

Receivables ..........oooeevueeeeeeeieieeeeeeeeeea,
INVENTONIES .o,
Accounts payable........ccccoviiiiiiieieiee

NET CASH PROVIDED BY
(USED IN) OPERATING ACTIVITIES

NONCASH ACTIVITIES

» The food service fund received $70,484 of donated commodities from the federal government.

ENTERPRISE OTHER
FUND ENTERPRISE
FOOD SERVICE FUNDS TOTAL
$ (630,221) $ 28522 $ (601,699)
25,310 1,569 26,879
70,484 0 70,484
51,254 0 51,254
435 1,707 2,142
(31,202) 0 (31,202)
345 (3,297) (2,952)
$ (513,595) $ 28,501 $ (485,094)

» The District received on-behalf payments of $51,254 relating to insurance benefits.

See accompanying notes to the financial statemente.
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SIMPSON COUNTY SCHOOL DISTRICT
STATEMENT OF FIDUCIARY NET ASSETS

FIDUCIARY FUNDS
June 30, 2005
AGENCY
FUNDS
ASSETS
ASSETS
(07T o DR R $ 255,962
ACCOUNES FECEIVADIE......ueieieeeeeeee et et e e e e e ee et eeaeeeeees 7,131
TOTAL ASSETS $ 263,093
LIABILITIES
LIABILITIES
ACCOUNTS PAYADIE ... $ 27,169
Flexible spending @CCOUN ........occuuiii i 108,374
DUE 10 STUAENT GIrOUPS ...eeeeiiiiieiiiee ettt e e 127,550

TOTAL LIABILITIES $ 263,093

See accompanying notes to the financial statemente.
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SIMPSON COUNTY SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2005

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

® Reporting Entity

The Simpson County Board of Education (the "Board"), a five member group, is the
level of government which has oversight responsibilities over all activities related to
public elementary and secondary school education within the jurisdiction of the Simpson
County School District (the "District"). The District receives funding from local, state and
federal government sources and must comply with the commitment requirements of
these funding source entities. However, the District is not included in any other
governmental "reporting entity" as defined in Section 2100, Codification of
Governmental Accounting and Financial Reporting Standards as Board members are
elected by the public and have decision making authority, the power to designate
management, the responsibility to develop policies which may influence operations and
primary accountability for fiscal matters.

The District, for financial purposes, includes all of the funds relevant to the operation of
the Simpson County School District. In accordance with GASB 39, the financial
statements presented herein do not include funds of groups and organizations which,
although associated with the school system, have not originated within the Board itself
such as Band Boosters, Parent-Teacher Associations, etc., except for the funds
administered as an activity in the Agency funds.

The financial statements of the District include those of separately administered
organizations that are controlled by or dependent on the Board. Control or dependence
is determined on the basis of budget adoption, funding and appointment of the
respective governing board.

Based on the foregoing criteria, the financial statements of the following organization
are included in the accompanying financial statements:

Simpson County School District Finance Corporation — The Simpson County
Board of Education resolved to authorize the establishment of the Simpson County
School District Finance Corporation (a non-profit, non-stock, public and charitable
corporation organized under the School Bond Act and KRS 273 and KRS 58.180) as an
agency of the Board for financing the costs of school building facilities. The Board
Members of the Simpson County Board of Education also comprise the Corporation's
Board of Directors.
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SIMPSON COUNTY SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
June 30, 2005

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

o Basis of Presentation

Government-wide Financial Statements — The statement of net assets and the
statement of activities display information about the District as a whole. These statements
include the financial activities of the primary government, except for fiduciary funds.
Eliminations have been made to minimize the double counting of internal activities. The
statements distinguish between those activities of the District that are governmental and
those that are considered business-type activities. Governmental activities generally are
financed through taxes, intergovernmental revenues and other nonexchange transactions.
Business-type activities are financed in whole or in part by fees charged to external
parties.

The government-wide statements are prepared using the economic resources
measurement focus. This is the same approach used in the preparation of the proprietary
fund financial statements but differs from the manner in which governmental fund financial
statements are prepared. Governmental fund financial statements therefore include
reconciliation with brief explanations to better identify the relationship between the
government-wide statements and the statements for governmental funds.

The government-wide statement of activities presents a comparison between direct
expenses and program revenues for each segment of the business-type activities of the
District and for each function or program of the District’'s governmental activities. Direct
expenses are those that are specifically associated with a service, program or department
and are therefore clearly identifiable to a particular function. Program revenues include
charges paid by the recipient of the goods or services offered by the program and grants
and contributions that are restricted to meeting the operational or capital requirements of a
particular program. Revenues that are not classified as program revenues are presented
as general revenues of the District, with certain limited exceptions. The comparison of
direct expenses with program revenues identifies the extent to which each business
segment or governmental function is self-financing or draws from the general revenues of
the District.

Fund Financial Statements — Fund financial statements report detailed information

about the District’s funds, including fiduciary funds. Separate statements for each fund
category — governmental, proprietary and fiduciary — are presented. The focus of
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SIMPSON COUNTY SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
June 30, 2005

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

governmental and enterprise fund financial statements is on major funds rather than
reporting funds by type. Each major fund is presented in a separate column. Nonmajor
funds are aggregated and presented in a single column. Fiduciary funds are reported by
fund type.

The accounting and reporting treatment applied to a fund is determined by its
measurement focus. All governmental fund types are accounted for using a flow of
current financial resources measurement focus. The financial statements for
governmental funds are a balance sheet, which generally includes only current assets
and current liabilities, and a statement of revenues, expenditures and changes in fund
balances, which reports on the changes in fund balances. Proprietary funds and
fiduciary funds are reported using the economic resources measurement focus. The
statement of cash flows provides information about how the District finances and meets
the cash flow needs of its proprietary activities.

The District has the following funds:
» Governmental Fund Types

The General Fund is the primary operating fund of the District. It accounts for
financial resources used for general types of operations. This is a budgeted fund
and any unrestricted fund balances are considered as resources available for use.
The General Fund is a major fund.

The Special Revenue Funds account for proceeds of specific revenue sources
(other than debt service, enterprise funds or major capital projects) that are legally
restricted to disbursements for specified purposes. It includes federal financial
programs where unused balances are returned to the grantor at the close of
specified project periods as well as the state grant programs. Project accounting is
employed to maintain integrity for the various sources of funds. The separate
projects of federally-funded grant programs are identified in the schedule of
expenditures of federal awards included in this report. In addition, the Kentucky
Education Technology System (KETS) allocation and local district matching funds
are being recorded in the special revenue fund as required by the Kentucky
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SIMPSON COUNTY SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
June 30, 2005

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Department of Education. These funds are restricted for the purchase of
technology consistent with the District's approved technology plan. The Special
Revenue Fund is a major fund.

Capital Projects Funds are used to account for financial resources to be used for
the acquisition or construction of major capital facilities and equipment and to
provide financial resources for debt service requirements (other than those
financed by Proprietary Funds).

The Support Education Excellence in Kentucky (SEEK) Capital Outlay Fund
receives those funds designated by the state as Capital Outlay Funds and is
restricted for use in financing projects identified in the District's facility plan.

The Facility Support Program of Kentucky Fund (FSPK) accounts for funds
generated by the building tax levy required to participate in the School
Facilities Construction Commission's construction funding and state
matching funds, where applicable. Funds are restricted for use in financing
projects identified in the District’s facility plan.

The Construction Fund accounts for proceeds from sales of bonds and other
revenues to be used for authorized construction. The Construction Fund is a
major fund.

The Debt Service Fund is used to account for the accumulation of resources for,
and the payment of, general long-term debt principal and interest and related
cost, as required by Kentucky law.

» Proprietary Fund Types

Enterprise Funds

The School Food Service Fund is used to account for school food service activities,
including the National School Lunch Program, which is conducted in cooperation
with the U.S. Department of Agriculture (USDA). Amounts have been recorded for

in-kind contribution of commodities from the USDA. The School Food Service
Fund is a major fund.
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SIMPSON COUNTY SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
June 30, 2005

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

The Enrichment Fund is used to account for intersession activities.

The Community Education Fund is used to account for local community
education activities.

The Day Care Fund is used to account for day care services offered to the
general public.

To the proprietary activities, the District applies all GASB pronouncements as
well as the Financial Accounting Standards Board pronouncements issued on or
before November 30, 1989, unless those pronouncements conflict with or
contradict GASB pronouncements.

» Fiduciary Fund Types (includes agency funds)

Fiduciary funds account for assets held by the District in a trustee’s capacity or as
an agent on behalf of others.

Agency Funds

The Activity Fund accounts for activities of student groups and other types of
activities requiring clearing accounts. The student funds are accounted for in
accordance with Uniform Program of Accounting for School Activity Funds.

® Basis of Accounting

Basis of accounting determines when transactions are recorded in the financial records
and reported on the financial statements. Government-wide financial statements are
prepared using the accrual basis of accounting. Governmental funds use the modified
accrual basis of accounting. Proprietary and fiduciary funds also use the accrual basis of
accounting.

The records of the Board are maintained and the budgetary process is based on the
modified accrual basis of accounting. This practice is the accounting method prescribed
by the Committee for School District Audits. The District is required by state law to adopt
annual budgets for the General Fund and Capital Projects Funds.
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SIMPSON COUNTY SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
June 30, 2005

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

For financial purposes, the accounting treatment applied to a fund is determined by its
measurement focus. All governmental funds are accounted for by using a current
financial resources measurement focus. With this measurement focus, only current
assets and current liabilities generally are included on the balance sheet. Operating
statements of these funds present increases (i.e., revenues and other financing
sources) and decreases (i.e., expenditures and other financing uses) in the fund
balance.

The Proprietary Funds are accounted for on a flow of economic resources
measurement focus. With this measurement focus, all assets and liabilities associated
with the operation of these funds are included on the balance sheet. Proprietary fund-
type operating statements present increases (i.e., revenues) and decreases (i.e.,
expenses) in net assets.

The financial statements of the governmental fund types are on the modified accrual
basis of accounting. On this basis of accounting, revenues are recognized when they
become measurable and available as assets. Expenditures are generally recognized
under the modified accrual basis of accounting when the related fund liability is incurred.
An exception to this general rule is interest on general long-term debt, which is
recognized as an expenditure when paid. The Proprietary Funds are accounted for
using the accrual basis of accounting whereby revenues are recognized when they are
earned and expenses are recognized when they are incurred.

o Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions that affect reported amounts of assets, liabilities, designated
fund balances and disclosure of contingent assets and liabilities at the date of the
financial statements, and the reported amounts of revenues and expenditures during
the reporting period. Actual results could differ from those estimates.
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SIMPSON COUNTY SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
June 30, 2005

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

® Inventory

Supplies and materials are charged to expenditures when purchased (purchases
method) with the exception of the Proprietary Funds, which records inventory at the
lower of cost, determined by first-in first-out ("FIFO") method, or market.

e Capital Assets

General capital assets are those assets not specifically related to activities reported in the
proprietary funds. These assets generally result from expenditures in the governmental
funds. These assets are reported in the governmental activities column of the government-
wide statement of net assets but are not reported in the fund financial statements. Capital
assets utilized by the proprietary funds are reported both in the business-type activities
column of the government-wide statement of net assets and in the respective funds.

All capital assets are capitalized at cost (or estimated historical cost) and updated for
additions and retirements during the year. Donated fixed assets are recorded at their fair
market values as of the date received. The District maintains a capitalization threshold of
one thousand dollars with the exception of computers, digital cameras and real property
for which there is no threshold. The District does not possess any infrastructure.

Improvements are capitalized; the cost of normal maintenance and repairs that do not
add to the value of the asset or materially extend an asset’s life are not capitalized.

All reported capital assets are depreciated. Improvements are depreciated over the
remaining useful lives of the related capital assets. Depreciation is computed using the
straight-line method over the following useful lives for both general capital assets and
proprietary fund assets:
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SIMPSON COUNTY SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
June 30, 2005

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
Description Estimated Lives
Buildings and improvements 25-50 years
Land improvements 20 years
Technology equipment 5 years
Vehicles 5-10 years
Audio-visual equipment 15 years
Food service equipment 10-12 years
Furniture and fixtures 7 years
Rolling stock 15 years
Other 10 years

In the fund financial statements, fixed assets used in governmental fund operations are
accounted for as capital outlay expenditures of the governmental fund upon acquisition.
Fixed assets are not capitalized and related depreciation is not reported in the fund
financial statements.

o Deferred Revenue

Deferred revenue arises when assets are recognized before revenue recognition criteria
have been satisfied.

Grants and entitlements received before the eligibility requirements are met are
recorded as deferred revenue.
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SIMPSON COUNTY SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
June 30, 2005

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

e Compensated Absences

The District uses the vesting method to compute compensated absences for sick leave.
Sick leave benefits are accrued as a liability as the benefits are earned if the
employees’ rights to receive compensation are attributable to services already rendered
and it is probable that the District will compensate the employees for the benefits at
termination. The District records a liability for accumulated unused sick leave time
when earned for all employees with more than five years of service.

The entire compensated absence liability is reported on the government-wide financial
statements.

For governmental fund financial statements, compensated absences are reported as
liabilities and expenditures as payments come due each period upon the occurrence of
employee resignations and retirements. These amounts are recorded in the account
“matured compensated absences payable” in the funds from which the employees will
be paid.

e Accrued Liabilities and Long-Term Obligations

All payables, accrued liabilities and long-term obligations are reported in the
government-wide financial statements. In general, governmental fund payables and
accrued liabilities that, once incurred, are paid in a timely manner and in full from
current financial resources, are reported as obligations of the funds. Bonds are
recognized as a liability on the fund financial statements when due.

e Fund Equity
Reservations of fund balance represent amounts that are not appropriable or legally
segregated for a specific purpose. Reservations of net assets are limited to outside

third-party restrictions. Designations of fund balance represent tentative management
plans that are subject to change.
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SIMPSON COUNTY SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
June 30, 2005

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

® Net Assets

Net assets represent the difference between assets and liabilities. Net assets invested
in capital assets, net of related debt consists of capital assets, net of accumulated
depreciation, reduced by the outstanding balance of any borrowing used for the
acquisition, construction or improvement of those assets. Net assets are reported as
restricted when there are limitations imposed on their use either through the enabling
legislation adopted by the District or through external restrictions imposed by creditors,
grantors or laws or regulations of other governments. The District’s policy is to first apply
restricted resources when an expense is incurred for purposes for which both restricted
and unrestricted net assets are available.

® Property Taxes

Property taxes collected are recorded as revenues in the fund for which they were levied.
The assessment date of the property taxes is January 1 of each year. The levy is
normally set during the September Board meeting. Assuming property tax bills are
timely mailed, the collection date is the period from September 15 through December 31.
Collections from the period September 15 through November 1 receive a two percent
discount. The due date is the period from November 2 through December 31 in which no
discount is allowed. Property taxes received subsequent to December 31 are
considered to be delinquent and subject to a lien being filed by the County Attorney.

® Revenues — Exchange and Nonexchange Transactions

Revenues resulting from exchange transactions are where each party receives equal
value. On the modified accrual basis, revenues are recorded in the fiscal year in which
the resources are measurable and available. Available means that the resources will be
collected within the current fiscal year or are expected to be collected soon enough
thereafter to be used to pay liabilities of the current fiscal year. For the District,
available means expected to be received within 60 days of the fiscal year-end.
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SIMPSON COUNTY SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
June 30, 2005

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Nonexchange transactions, in which the District receives value without directly giving
equal value in return, include property taxes, grants, entitlements and donations.
Assets from property taxes are normally recognized when an enforceable legal claim
arises. However, for the District, an enforceable legal claim arises after the period for
which taxes are levied. Property taxes receivable are recognized in the same period
that the revenues are recognized. The property taxes are normally levied in September.
On the modified accrual basis, assets and revenues from property taxes are recognized
in the fiscal year for which the taxes are levied. Revenue from grants, entitlements and
donations is recognized in the fiscal year in which all eligibility requirements have been
satisfied. Eligibility requirements include timing requirements, which specify the year
when the resources are required to be used or the fiscal year when use is first
permitted, matching requirements, in which the District must provide local resources to
be used for a specified purpose and expenditure requirements, in which the resources
are provided to the District on a reimbursement basis. Revenues from nonexchange
transactions must also be available before they can be recognized.

® Interfund Activity

Exchange transactions between funds are reported as revenues in the seller funds and
as expenditures/expenses in the purchaser funds. Flows of cash or goods from one fund
to another without a requirement for repayment are reported as interfund transfers.
Interfund transfers are reported as other financing sources/uses in governmental funds
and as nonoperating revenues/expenses in proprietary funds. Repayments from funds
responsible for particular expenditures/expenses to the funds that initially paid for them
are not presented in the financial statements.

o Interfund Balances

On fund financial statements, receivables and payables resulting from short-term
interfund loans are classified as “interfund receivables/payables”. These amounts are
eliminated in the governmental and business-type activities columns of the statements of
net assets, except for the net residual amounts due between governmental and business-
type activities, which are presented as internal balances.
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SIMPSON COUNTY SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
June 30, 2005

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

e Contributions of Capital

Contributions of capital in proprietary fund financial statements arise from outside
contributions of fixed assets, or from grants or outside contributions of resources restricted
to capital acquisition and construction.

e Operating Revenues and Expenses

Operating revenues are those revenues that are generated directly from the primary
activity of the enterprise fund. For the District, these revenues are sales for food service.
Operating expenses are necessary costs incurred to provide the service that is the primary
activity of the enterprise fund.

e Encumbrance Accounting

Encumbrances are not liabilities and, therefore, are not recorded as expenditures until
receipt of material service. For budgetary purposes, appropriations lapse at fiscal year-
end and outstanding encumbrances at year-end are reappropriated in the next year. A
reservation of fund balance equal to outstanding encumbrances at year-end is provided for
at June 30, 2005. Accordingly, no differences exist between actual results and the
applicable budgetary data presented in the accompanying combined financial statements.

NOTE 2: CASH
® Deposits
At June 30, 2005, the carrying amounts of the District's deposits were $10,794,134 and

the bank balances were $12,679,915, which was covered by federal depository
insurance or by collateral held by the bank’s agent in the District's name.
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SIMPSON COUNTY SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
June 30, 2005

NOTE 2: CASH (Continued)

The carrying amounts are reflected in the financial statements as follows:

Governmental funds ........ooceeeveeieeeei e $ 10,152,775
Proprietary funds ........ccccoviieiiiiiiiien 385,397
Fiduciary funds ... 255,962

$ 10,794,134

» Custodial Credit Risk-Deposits

Custodial credit risk is the risk that, in the event of a bank failure, the government’s
deposits may not be returned to it. The District does not have a formal deposit policy for
custodial credit risk. However, the District is required by state statue that bank deposits

must be collateralized. The District’s bank balance of $12,679,915 was not exposed to
custodial credit risk as of June 30, 2005.

NOTE 3: INTERFUND RECEIVABLES AND PAYABLES

Interfund balances at June 30, 2005 consist of the following:

Receivable Fund Payable Fund Amount

General Fund Special Revenue Fund $ 249,259

The interfund loan was made in order to fund the special revenue’s cash requirements.
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SIMPSON COUNTY SCHOOL DISTRICT

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
June 30, 2005

NOTE 4: CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2005 was as follows:

Governmental Activities:

Capital assets that are not depreciated:

Construction in progress
Total Nondepreciable Historical Cost

Capital assets that are depreciated:
Land improvements. .........cccovveeiiieceiiee e
Buildings and improvements

Technology equipment............ccccoeiiiieeeiinenne

VENICIES ...

GENEIAl ...t
Total Depreciable Historical Cost

Less accumulated depreciation for:
Land improvements. .........ccccociiiiiieiiiiic e,
Buildings and improvements ...........ccccceevneee.
Technology equipment............ccccoeiiiieeeiinenne
Vehicles ...

GENEIAl ...t
Total Accumulated Depreciation

Total Depreciable Historical Cost, Net

Governmental Activities,
Capital Assets, Net

Capital Cost

Beginning Retirements/ Ending

Balance Additions Reclassifications Balance
$ 586,981 $ 0 $ 0 $ 586,981
212,307 4,106,113 330,971 3,987,449
799,288 4,106,113 330,971 4,574,430
1,433,106 33,828 0 1,466,934
16,442,197 171,282 0 16,613,479
1,935,018 202,873 362,095 1,775,796
1,747,197 260,427 0 2,007,624
1,302,209 213,524 36,817 1,478,916
22,859,727 881,934 398,912 23,342,749
665,568 64,053 0 729,621
6,312,152 359,523 0 6,671,675
1,392,366 241,433 347,782 1,286,017
1,228,844 117,142 0 1,345,986
787,914 90,621 34,124 844,411
10,386,844 872,772 381,906 10,877,710
12,472,883 9,162 17,006 12,465,039
$13,272171 $ 4,115275 $ 347,977 $ 17,039,469
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SIMPSON COUNTY SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

June 30, 2005

NOTE 4:

Business-Type Activities:

Capital assets that are depreciated:
Technology equipment............ccccoviiiieeiiinenne
GENEIAL ...t
Total Depreciable Historical Cost

Less accumulated depreciation for:
Technology equipment
GENEIAl ...t
Total Accumulated Depreciation

Total Depreciable Historical Cost, Net

Business-Type Activities,
Capital Assets, Net

CAPITAL ASSETS (Continued)

Capital Cost

Beginning Retirements/ Ending
Balance Additions Reclassifications Balance
$ 37,482 $ 3,220 $ 14,443  $ 26,259
398,429 19,967 18,996 399,400
435,911 23,187 33,439 425,659
30,389 2,667 14,145 18,911
213,466 24,212 5,277 232,401
243,855 26,879 19,422 251,312
192,056 (3,692) 14,017 174,347
$ 192,056 $ (3,692) $ 14,017 $ 174,347

Depreciation expense was charged to governmental functions as follows:

INSEIUCHION. .. $ 702,939

Support services:
Instructional staff.........cccccceeeeeiiiiiiiiiieee 6,214
District administration.............ccooevvvvceeeerennnnn, 19,285
School administration........cccccccevveeevveveeeeeennn... 14,751
BUSINESS....ovviieieeeeeeeeecceeeeeeeee e 5,045
Facilities operations ..........ccoooeciiieeiiiiiiiinee 17,349
Student transportation..........cccccccceveercieneenee 107,189
Total Depreciation Expense $ 872,772
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SIMPSON COUNTY SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
June 30, 2005

NOTE 5: GENERAL LONG-TERM OBLIGATIONS

The original amount of each issue, the issue date and interest rates are summarized
below:

Issue Date Proceeds Rates
1998 2,655,000 4.20%—4.60%
2000 2,800,000 4.75%—5.50%
2002 2,180,000 1.75%—3.90%
2005 9,615,000 2.50% - 4.25%

On December 30, 2004, the District issued $500,000 of Qualified Zone Academy Bonds
(QZAB). The bonds were approved for the middle school renovation project. As stated
in the agreement, $281,800 of the proceeds were used to purchase U.S. government
securities. Those securities were deposited in an irrevocable trust with an escrow agent
to provide for all future debt service payments on the $500,000 bond issue. As a result,
the $500,000 QZAB are considered to be defeased and the liability for those bonds has
been removed from the government-wide statement of net assets. The refunding of the
bonds resulted in a gain of $218,200 and is shown in the financial statements as an
addition to bonds payable. The gain will be amortized to operations over the bonds’ life
of 16 years using the effective interest method.

On January 26, 2005, the District issued $9,615,000 of General Obligation Bonds with
interest rates of 2.50%—4.25% to finance the completion of improvements at Simpson
Elementary and Franklin-Simpson Middle School.

The District, through the General Fund, including utility taxes and the Support Education
Excellence in Kentucky (SEEK) Capital Outlay Funds, is obligated to make payments in
amounts sufficient to satisfy debt service requirements on bonds issued by the Simpson
County School District Finance Corporation to construct school facilities. The District
has an option to purchase the property under lease at any time by retiring the bonds
then outstanding.

The District has entered into "participation agreements” with the School Facility
Construction Commission. The Commission was created by the Kentucky General
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SIMPSON COUNTY SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
June 30, 2005

NOTE 5: GENERAL LONG-TERM OBLIGATIONS
(Continued)

Assembly for the purpose of assisting local school districts in meeting school
construction needs. The table below sets forth the amount to be paid by the District and
the Commission for each year until maturity of all bond issues. The liability for the total
bond amount remains with the District and, as such, the total principal outstanding has
been recorded in the financial statements.

The bonds may be called prior to maturity and redemption premiums are specified in
each issue. Assuming no bonds are called prior to scheduled maturity, the minimum
obligations of the District, including amounts to be paid by the Commission, at June 30,
2005 for debt service (principal and interest) are as follows:

Simpson County School Facility
School District Construction Commission Total Debt
Year Principal Interest Principal Interest Service
2005—2006 $ 496,462 $ 574,925 $ 168,538 $ 83,765 $ 1,323,690
2006—2007 549,247 527,936 175,753 76,513 1,329,449
2007—2008 566,574 509,115 183,426 68,799 1,327,914
2008—2009 580,905 489,046 174,095 60,548 1,304,594
2009—2010 602,709 467,072 147,291 52,609 1,269,681
2010—2011 628,316 444107 166,684 45,721 1,284,828
2011—2012 645,523 419,393 79,477 37,908 1,182,301
2012—2013 676,166 394,095 88,834 34,103 1,193,198
2013—2014 702,213 372,336 67,787 30,308 1,172,644
2014—2015 728,688 345,512 71,312 26,782 1,172,294
2015—2016 754,874 316,704 75,126 22,968 1,169,672
2016—2017 790,817 286,767 79,183 18,910 1,175,677
2017—2018 821,462 255,366 83,538 14,556 1,174,922
2018—2019 856,866 220,746 88,134 9,962 1,175,708
2019—2020 897,019 183,894 92,981 5,114 1,179,008
2020—2021 630,000 144,925 0 0 774,925
2021—2022 660,000 119,095 0 0 779,095
2022—2023 690,000 91,375 0 0 781,375
2023—2024 720,000 62,050 0 0 782,050
2024—2025 740,000 31,450 0 0 771,450

$ 13,737,841 $ 6,255,909 $ 1,742,159 $ 588,566 $ 22,324,475
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SIMPSON COUNTY SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
June 30, 2005

NOTE 5:

(Continued)

Maturities of other debt are as follows for the fiscal year ending:

GENERAL LONG-TERM OBLIGATIONS

June 30,

2006......coiiiiieeeeee e $ 205,860

2007 ..o 151,188

2008...cci e 83,220

2009 76,092

2010 i 75,345

Thereafter .......ccccvveeeeeeeeeieennnnn. 230,496

$ 822,201

Changes in long-term obligations are as follows:
Amounts Due
Balance Balance Within One
July 1, 2004 Increases Decreases June 30, 2005 Year
Bonds and notes payable:
BONAS ....ccveeivieeiieeeeee e $ 6,375,000 $ 9,615000 $ (510,000) $ 15,480,000 $ 665,000
Less bond discount.................... 0 (192,300) 5,609 (186,691) 0
Deferred gain on QZAB bond..... 0 218,200 (7,884) 210,316 0
Total Bonds and
Notes Payable 6,375,000 9,640,900 (512,275) 15,503,625 665,000
Other Liabilities:

Compensated absences............. 726,495 132,882 (131,946) 727,431 250,405
(@ (0= 738,711 273,203 (189,713) 822,201 205,860
Total Other Liabilities 1,465,206 406,085 (321,659) 1,549,632 456,265
Total Long-Term Liabilities $ 7,840,206 $ 10,046,985 $ (833,934) $ 17,053,257 $ 1,121,265
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SIMPSON COUNTY SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
June 30, 2005

NOTE 6: PENSION PLANS

» Plan Descriptions

The Simpson County School District participates in the Teachers' Retirement System of
the State of Kentucky, a component unit of the Commonwealth of Kentucky (KTRS) and
the County Employees Retirement System, a component unit of the Commonwealth of
Kentucky (CERS), cost-sharing multiple-employer defined benefit plans. KTRS and
CERS provide retirement and disability benefits, annual cost-of-living adjustments, and
death benefits to plan members and beneficiaries. KTRS is governed by Chapter 161
Section 220 through Chapter 161 Section 990 of the Kentucky Revised Statutes (KRS).
Under the provisions of KRS Section 61.645, the Board of Trustees of Kentucky
Retirement Systems (KERS) administers the CERS. The KTRS and CERS issues a
publicly available financial report that includes financial statements and required
supplementary information. KTRS' report may be obtained by writing to Kentucky
Teachers' Retirement System, 479 Versailles Road, Frankfort, KY 40601-3800 or by
calling (502) 573-3266. CERS' report may be obtained by writing to Kentucky
Retirement Systems, Perimeter Park West, 1260 Louisville Road, Frankfort, KY 40601-
6124 or by calling (502) 564-5656.

» Funding Policy

KTRS and CERS plan members are required to contribute 9.855% and 5.00%,
respectively, of their covered salary. The District is required to contribute to the CERS
and the Commonwealth of Kentucky is required to contribute to the KTRS. The
contribution rate is actuarially determined. The current rate for KTRS and CERS is
13.105% and 8.48% of annual covered payroll. The contribution requirements of the
plan members, the District and Commonwealth of Kentucky are established and may be
amended by the Plans' Board of Trustees. The District's contributions to CERS for the
years ended June 30, 2005, 2004 and 2003 were $250,049, $214,595 and $187,263
respectively, equal to the required contributions for each year.

For the year ended June 30, 2005 the Commonwealth contributed $1,214,657 to the
KTRS for the benefit of the District's participating employees. The District’'s
contributions to the KTRS for the year ended June 30, 2005 were $62,941, which
represents those employees covered by federal programs.
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SIMPSON COUNTY SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
June 30, 2005

NOTE 6: PENSION PLANS (Continued)

The amount recognized for revenues and expenditures for on-behalf payments relating
to fringe benefits, retirement and insurance benefits for the year ended June 30, 2005
was $2,729,258 for the governmental funds and $51,254 for proprietary funds.

NOTE 7: CONTINGENCIES

The District receives funding from federal, state and local government agencies and
private contributions. These funds are to be used for designated purposes only. For
government agency grants, if the grantor's review indicates that the funds have not
been used for the intended purpose, the grantors may request a refund of monies
advanced or refuse to reimburse the District for its disbursements. The amount of such
future refunds and unreimbursed disbursements, if any, is not expected to be
significant.  Continuation of the District's grant programs is predicated upon the
grantors' satisfaction that the funds provided are being spent as intended and the
grantors' intent to continue their programs.

NOTE 8: INSURANCE AND RELATED ACTIVITIES

The District is exposed to various forms of loss of assets associated with the risks of
fire, personal liability, theft, vehicular accidents, errors and omissions, fiduciary
responsibility, etc. Each of these risk areas are covered through the purchase of
commercial insurance. The District has purchased certain policies which are
retrospectively rated which includes workers’ compensation insurance.
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SIMPSON COUNTY SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
June 30, 2005

NOTE 9: RISK MANAGEMENT

The District is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural
disasters. To obtain insurance for workers’ compensation, errors and omissions and
general liability coverage, the District participates in the Kentucky School Boards
Insurance Trust Liability Insurance Fund. These public entity risk pools operate as
common risk management and insurance programs for all school districts and other tax
supported educational agencies of Kentucky who are members of the Kentucky School
Boards Association. The District pays an annual premium to each fund for coverage.
Contributions to the Workers' Compensation Fund are based on premium rates
established by such fund in conjunction with the excess insurance carrier, subject to
claims experience modifications and a group discount amount. Dividends may be
declared, but are not payable until twenty-four (24) months after the expiration of the
self-insurance term. The Liability Insurance Fund pays insurance premiums of the
participating members established by the insurance carrier. The Trust can terminate
coverage if it is unable to obtain acceptable excess general liability coverage and for
any reason by giving ninety (90) days notice. In the event the Trust terminated
coverage, any amount remaining in the Fund (after payment of operational and
administrative costs and claims for which coverage was provided) would be returned to
the member on a pro rata basis.

The District purchases unemployment insurance through the Kentucky School Boards
Insurance Trust Unemployment Compensation Fund; however, risk has not been
transferred to such fund. In addition, the District continues to carry commercial
insurance for all other risks of loss. Settled claims resulting from these risks have not
exceeded commercial insurance coverage in any of the past three fiscal years.
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SIMPSON COUNTY SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
June 30, 2005

NOTE 10: EXCESS EXPENDITURES OVER
APPROPRIATIONS

The District has no funds with a deficit fund balance. However, the following funds had
excess current year expenditures over current year appropriated revenues:

Fund Amount
(1= 1 =T = | R $ 169,411
Special REVENUE ......coooiiiiiiiiiieeeee e 17,896
Capital Oulay ......cccoeviiieeiiie e 109,350
FSPK 499,462

NOTE 11: FUND TRANSFERS

Fund transfers for the year ended June 30, 2005 consist of the following:

Type From Fund To Fund Purpose Amount
Operating General Special Revenue Matching $ 37,232
Operating Capital Outlay Debt Service Debt Service 211,022
Operating FSPK Debt Service Debt Service 329,970
Operating Capital Outlay Construction Construction Cost 175,139
Operating FSPK Construction Construction Cost 773,271
Operating Construction Debt Service Debt Service 281,800
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SIMPSON COUNTY SCHOOL DISTRICT
BUDGETARY COMPARISON SCHEDULE FOR THE GENERAL FUND
For the Year Ended June 30, 2005

09 abed

VARIANCES
FAVORABLE
BUDGETED AMOUNTS ACTUAL (UNFAVORABLE)
(BUDGETARY FINAL TO
ORIGINAL FINAL BASIS) ACTUAL
REVENUES
Local and intermediate SOUICES ........ouuiiiiiiieeiiee et eeeneea e $ 4,587,260 $ 4,587,260 $ 4,873,569 $ 286,309
State programs..........cc.ccceeveenee 8,601,798 8,996,797 8,984,835 (11,962)
Federal programs 10,000 10,000 13,655 3,655
TOTAL REVENUES 13,199,058 13,594,057 13,872,059 278,002
EXPENDITURES

Current:

INSTIUCTION 1. ettt et e e 8,082,534 8,126,665 8,172,054 (45,389)
Support services:

SHUABNT .. e 636,695 636,740 631,234 5,506
Instructional staff.............ooooiiiiii e 633,301 636,389 624,481 11,908
District adminiStration..........coooviiiiiiiiiiiiieieeeeeeeeeeeeeeeeeee e 391,960 392,920 381,052 11,868
School @adminiSTratioN..........ocueeiiiiii e 804,198 808,459 789,494 18,965
BUSINESS ...ttt 106,392 106,392 105,116 1,276
Plant operations and MaintenanCe ...........ccooiueiiiiiieiiiiee e 2,285,594 2,534,459 2,484,682 49,777
Student transPOrtAtioNn..........c.eiiiiiii e 922,129 879,144 1,083,342 (204,198)
5,987 5,987 5,986 1
2,241,013 2,411,875 0 2,411,875

TOTAL EXPENDITURES 16,109,803 16,539,030 14,277,441 2,261,589
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EXCESS (DEFICIENCY) OF REVENUES OVER EXPENDITURES.............ccccococviiinienicnn, (2,910,745) (2,944,973) (405,382) 2,539,591
OTHER FINANCING SOURCES (USES)
LYo B oo oT=Y=Ye [ USRS 0 0 273,203 273,203
OPErating traNSTEIS .....ooviiiiieie et (20,000) (37,232) (37,232) 0
TOTAL OTHER FINANCING SOURCES (USES) (20,000) (37,232) 235,971 273,203
NET CHANGE IN FUND BALANGE ..........ociiiiiiiiiiic ettt (2,930,745) (2,982,205) (169,411) 2,812,794
FUND BALANCE — BEGINNING OF YEAR ...........coiiiiiiiiettiiec et 2,930,745 2,982,205 3,047,785 65,580
FUND BALANCE - END OF YEAR $ 0 3 0 3 2,878,374 $ 2,878,374
EXPLANATION OF DIFFERENCES BETWEEN BUDGETARY INFLOWS AND OUTFLOWS AND GAAP REVENUES AND EXPENDITURES
Inflows/revenues:
Actual amounts (budgetary DasiS)........ccocuiiiiiiiiiiiie e $ 13,872,059
Differences — budget to GAAP:
On-behalf payments recorded under GAAP basis not included in budget amounts............ccccoccveeenne 2,729,258
Total Revenues as Reported on Statement of Revenues, Expenditures and Changes
in Fund Balances — Governmental Funds $ 16,601,317
Outflows/expenditures:
Actual amounts (BUAGEtary DASIS)........ccuiiiiiriiiieiie e $ 14,277,441
Differences — budget to GAAP:
On-behalf payments recorded under GAAP basis not included in budget amounts............ccccocceeenne 2,729,258
Total Expenditures as Reported on the Statement of Revenues, Expenditures and Changes
in Fund Balances — Governmental Funds $ 17,006,699
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SIMPSON COUNTY SCHOOL DISTRICT

BUDGETARY COMPARISON SCHEDULE FOR THE SPECIAL REVENUE FUND
For the Year Ended June 30, 2005

REVENUES
Local and intermediate SOUICES .......couiiiiiiiiiiii ettt a e
ez 1 LW ol (oTe - L34 TIPSR
Federal programs

EXPENDITURES
Current:
INSTIUCTION 1. ettt et e e
Support services:
SHUENT et ettt et e e ettt e e e b e e e e be e e e neeaeenn
Instructional staff

TOTAL EXPENDITURES

VARIANCES
FAVORABLE
BUDGETED AMOUNTS (UNFAVORABLE)
ACTUAL FINAL TO
ORIGINAL FINAL (GAAP BASIS) ACTUAL
40,729 59,219 § 73672 $ 14,453
1,281,287 1,292,519 1,209,683 (82,836)
1,567,983 1,634,003 1,576,242 (57,761)
2,889,999 2,985,741 2,859,597 (126,144)
2,578,268 2,691,242 2,594,102 97,140
46,455 46,455 40,873 5,582
50,618 50,618 51,914 (1,296)
17,288 17,288 17,342 (54)
56,625 56,625 55,500 1,125
40,820 40,820 35,069 5,751
119,925 119,925 119,925 0
2,909,999 3,022,973 2,914,725 108,248
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EXCESS (DEFICIENCY) OF REVENUES OVER EXPENDITURES

OTHER FINANCING SOURCES (USES)
Operating transfers.........ccccceevceeeeneneen.

FUND BALANCE - END OF YEAR  $

(20,000) (37,232) (55,128) (17,896)
20,000 37,232 37,232 0
20,000 37,232 37,232 0

0 0 (17,896) (17,896)
0 0 41,723 41,723
0 0 23,827 23,827
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SIMPSON COUNTY SCHOOL DISTRICT
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS
June 30, 2005

69 abed

TOTAL

OTHER
DEBT SERVICE GOVERNMENTAL

SEEK FUND FSPK FUND FUND FUNDS

ASSETS
(7= 1] o IR $ 0o $ 0o $ 25389 $ 25,389
TOTAL ASSETS $ 0o $ 0o $ 25389 $ 25,389
FUND BALANCES
FUND BALANCES
Reserved for:

[D1=) o AR=T=Y 7/ o] X $ 0o $ 0o $ 25389 $ 25,389

TOTAL FUND BALANCES $ 0 $ 0 3 25389 $ 25,389
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SIMPSON COUNTY SCHOOL DISTRICT
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS
For the Year Ended June 30, 2005

TOTAL
OTHER
DEBT SERVICE GOVERNMENTAL
SEEK FUND FSPK FUND FUND FUNDS
REVENUES
From local sources:
Taxes:
PIOPEIY .ottt e e $ 0o $ 478,034 $ 0o $ 478,034
Earnings on iNVESIMENTS.........ciiiiiiiiiii e 0 0 25,389 25,389
Intergovernmental — StAte.......oocuiiiiiiiii e 276,811 334,403 252,553 863,767
TOTAL REVENUES 276,811 812,437 277,942 1,367,190
EXPENDITURES
Debt service:
PrINCIPAL. ..ot 0 0 510,000 510,000
a1 (ST A PPPPPPPPPPPPRS 0 0 283,545 283,545
Facilities acquisition and construction 0 208,658 0 208,658
TOTAL EXPENDITURES 0 208,658 793,545 1,002,203
EXCESS (DEFICIENCY) OF REVENUES OVER EXPENDITURES.............cccceviiiiinnie 276,811 603,779 (515,603) 364,987
OTHER FINANCING SOURCES (USES)
Payment t0 @SCrOW @gENt ........coiiiiiiiiiii et 0 0 (281,800) (281,800)
OPErating traNSTEIS........uii it (386,161) (1,103,241) 822,792 (666,610)
TOTAL OTHER FINANCING SOURCES (USES) (386,161) (1,103,241) 540,992 (948,410)
NET CHANGE IN FUND BALANCE ..........cooiiiieiii e (109,350) (499,462) 25,389 (583,423)
FUND BALANCE — BEGINNING OF YEAR .........cccoooiiiiiiiiieiie et 109,350 499,462 0 608,812
FUND BALANCE — ENDOF YEAR $ 0o 3 0o 3 25389 $ 25,389




SIMPSON COUNTY SCHOOL DISTRICT
COMBINING STATEMENT OF NET ASSETS
NONMAJOR PROPRIETARY FUNDS
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June 30, 2005
TOTAL OTHER
COMMUNITY ENTERPRISE
DAY CARE EDUCATION ENRICHMENT FUNDS
ASSETS
CURRENT ASSETS
(7= ] o SRS $ 78,026 $ 227 $ 1,391 $ 79,644
Accounts receivable:
Yoo 11 {1 (=SSR 3,078 0 0 3,078
TOTAL CURRENT ASSETS 81,104 227 1,391 82,722
NONCURRENT ASSETS
LR Do = T (Rl = SRR 4,118 0 0 4,118
TOTAL ASSETS $ 85,222 $ 227 $ 1,391 $ 86,840
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
ACCOUNES PAYADIE ...t $ 589 §$ 0o $ 0o $ 589
TOTAL CURRENT LIABILITIES 589 0 0 589
NET ASSETS
Invested in Capital @SSETS....cuui i 4,118 0 0 4,118
LT =) (4T3 (=T SRR 80,515 227 1,391 82,133
TOTAL NET ASSETS 84,633 227 1,391 86,251

TOTAL LIABILITIES AND NET ASSETS  § 85,222 $ 227 $ 1,391 $ 86,840
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SIMPSON COUNTY SCHOOL DISTRICT
COMBINING STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS

NONMAJOR PROPRIETARY FUNDS
For the Year Ended June 30, 2005

OPERATING REVENUES
TUIHION AN FEES ...t e e e e e et e e e e e e ar s e e e e e e e eennneaeeas

OPERATING EXPENSES
SalArES ANG WAGES .....eeiieiie ettt et
Materials @nd SUPPIIES .......veieiiieee et
Other OpErating EXPENSES .....cciuriiiiiiie ittt ettt e et s e srae e e anes
Deprecation EXPENSE. ... ....coiiiii i
TOTAL OPERATING EXPENSES

OPERATING INCOME
CHANGE IN NET ASSETS ..o
TOTAL NET ASSETS — BEGINNING OF YEAR ..............ccooiiiii

TOTAL NET ASSETS — END OF YEAR

TOTAL OTHER
COMMUNITY ENTERPRISE
DAY CARE EDUCATION ENRICHMENT FUNDS
227,393 0 5,384 232,777
227,393 0 5,384 232,777
153,519 0 1,804 155,323
44,609 0 0 44,609
0 0 2,754 2,754
1,569 0 0 1,569
199,697 0 4,558 204,255
27,696 0 826 28,522
27,696 0 826 28,522
56,937 227 565 57,729
$

84,633 227 1,301 86,251
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SIMPSON COUNTY SCHOOL DISTRICT
COMBINING STATEMENT OF CASH FLOWS
NONMAJOR PROPRIETARY FUNDS
For the Year Ended June 30, 2005

TOTAL OTHER
COMMUNITY ENTERPRISE
DAY CARE EDUCATION ENRICHMENT FUNDS
CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from USEr Charges ........uviuierieiiee e et $ 229,100 $ 0 5384 §$ 234,484
Cash payments to employees for services (153,519) 0 (1,804) (155,323)
Cash payments to suppliers for goods and SErVICES ..........ccovuireriieiiiiiieeiniie e (47,906) 0 0 (47,906)
Cash payments for other operating expenses 0 0 (2,754) (2,754)
NET CASH PROVIDED BY OPERATING ACTIVITIES 27,675 0 826 28,501
NET INCREASE IN CASH ...ttt et e et e et e e e e anneas 27,675 0 826 28,501
CASH — BEGINNING OF YEAR ........ ..ottt ettt et e e ebeeaesnneaeanes 50,351 227 565 51,143
CASH—ENDOFYEAR $ 78,026 $ 227 1,391 $ 79,644
RECONCILIATION OF OPERATING INCOME TO NET CASH PROVIDED BY
OPERATING ACTIVITIES
(O] o= =4 T T3 ToT o 14 $ 2769% $ 0 826 $ 28,522
Adjustments to reconcile operating income to net cash provided by
operating activities:
............................................................................................................ 1,569 0 0 1,569
Changes in assets and liabilities:
RECEIVADIES ... 1,707 0 0 1,707
ACCOUNTS PAYADIE ... (3,297) 0 0 (3,297)
NET CASH PROVIDED BY OPERATING ACTIVITIES $ 27675 $ 0 826 $ 28,501




SIMPSON COUNTY SCHOOL DISTRICT
COMBINING STATEMENT OF ASSETS AND LIABILITIES
ALL ACTIVITY FUNDS
ALL SCHOOLS
June 30, 2005

DUE TO

ACCOUNTS ACCOUNTS STUDENT

CASH RECEIVABLE PAYABLE GROUPS
Franklin-Simpson High School ...........c.cccoeiiiine $ 79,167  $ 7,131  $ 20,068 $ 66,230
Franklin-Simpson Middle School .............cccceeneee. 19,799 0 0 19,799
Lincoln Elementary School ..........ccccooiiiiiiieennnnen. 29,272 0 0 29,272
Simpson Elementary School..........cccocceviiieeennen. 8,370 0 0 8,370
Franklin Elementary School............ccocevceeniirineene 10,980 0 7,101 3,879
$ 147,588 $ 7131  $ 27,169 $ 127,550
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SIMPSON COUNTY SCHOOL DISTRICT
STATEMENT OF ASSETS AND LIABILITIES

SCHOOL ACTIVITY FUNDS
FRANKLIN-SIMPSON HIGH SCHOOL
June 30, 2005
DUE TO
CASH ACCOUNTS ACCOUNTS STUDENT
BALANCES RECEIVABLE PAYABLE GROUPS

Academic Team .......cccccueeeeeeeeiiiiieee e $ 1,023 $ 0o $ 0 $ 1,023
ANNUAL ..ot 20,970 0 5,560 15,410
3,580 0 0 3,580

15 0 0 15

4,419 0 1,055 3,364

1,751 0 0 1,751

2,676 0 0 2,676

ChOTUS ...t 943 0 0 943
CoNsuMer SCIENCE.......cuvevuveeiriieeeiieeens 851 0 0 851
CONCESSIONS ...oeeiiiieeiiiieeeiee e 430 0 0 430
DIVErSIty ..ccoeeiiiiiie e 729 0 0 729
FBLA e 2,354 0 0 2,354
FCCLA ..o 36 0 0 36
FCA o 429 0 0 429
Future Farmers .......ccccooeeeeeeiiiiiicicce 8,662 7,131 13,453 2,340
Freshmen........oocoiii e 482 0 0 482
General......ccoooviiiiiiei e 4,680 0 0 4,680
HOSA. ... 769 0 0 769
Horticulture.... 6,629 0 0 6,629
Hospitality ........cocooviiiiiiiiiece e, 580 0 0 580
Journalism. ... 65 0 0 65
JUNIOTS et 693 0 0 693
Renaissance Club...........cccoeviieriiinenne. 764 0 0 764
SADD ...t 1,779 0 0 1,779
School Play ......cooviiiiieiiiieeceeceee 959 0 0 959
Student FEes.....ooviiiiiiiiiiieees 3,814 0 0 3,814
SKills USA .. 261 0 0 261
SOPhOMOrES. ....ciiiiiiiiiiieee e 2,049 0 0 2,049
SENIOIS. ...t 752 0 0 752
Summer School.........ccoeovvvveeniiieeeee, 730 0 0 730
Student Council........coccvveviiieiiiieiiieces 1,780 0 0 1,780
Teenage Republicans ..........ccccocveeiinen. 241 0 0 241
Theater/Speech Team........cccccceevvvrneene 150 0 0 150
Textbook Rental 150 0 0 150
Teachers’ Vending ........cccccoeeeiiiiieciinnenn. 910 0 0 910
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DUE TO

CASH ACCOUNTS ACCOUNTS STUDENT

BALANCES RECEIVABLE PAYABLE GROUPS
Vending.....cooveeieenieenieeeeee e 795 0 0 795
Video Prod 792 0 0 792
Young Democrats ........ccoceeevveeiiieeeininenn. 475 0 0 475
TOTAL $ 79,167 $ 7,131 $ 20,068 $ 66,230
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SIMPSON COUNTY SCHOOL DISTRICT
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended June 30, 2005

PASS-THROUGH
FEDERAL GRANTOR ENTITY
PASS-THROUGH GRANTOR IDENTIFYING FEDERAL
PROGRAM TITLE CFDA NUMBER NUMBER EXPENDITURES
U.S. DEPARTMENT OF AGRICULTURE

Passed-Through State Department of Education:

National School Lunch Program .........cccccevviiiiiiiceniee e 10.555 57505 02 $ 454,948

School Breakfast Program ...........cccoceeiiiiiiiniiineeseesee e 10.553 57505 02 124,227
Passed-Through State Department of Agriculture:

Food Distribution Program ...........coccueiiiieiiiiiee e 10.555 — 70,484

TOTAL U.S. DEPARTMENT OF AGRICULTURE 649,659

U.S. DEPARTMENT OF EDUCATION
Passed-Through State Department of Education:

Title | — 2004 35104 01 119,473
Title | — 2005 35105 01 431,873
Migrant Education Basic — 2004..........ccccoeiiiieiiiiieeineee e 84.011 35204 02 2,401
Migrant Education Basic — 2005..........ccccoeiriieiiniieeiniiee e 84.011 35205 02 5,231
Title V — 2004 ... 84.298A 53304 02 17,208
TiIe V ——=2005.....c ettt 84.298A 53305 02 11,873
IDEA — Part B Special Education — 2004 ...........cccovveeeriieeenineenn. 84.027 58104 02 118,447
IDEA — Part B Special Education — 2005 ...........cccovveeeriieeenineenn. 84.027 58105 02 350,036
IDEA — Part B Preschool — 2004...........cccoooieieeniieieeneeeee e . 58704 02 21,102
IDEA — Part B Preschool — 2005.. 58705 02 27,097
Child FINA — 2005........cccteeiieeeiee et . 58105 02 20
Child FINd —2004.......cccieeeeee e . 58104 02 2,800
Child FINd — 2003.......ccocieiieie e . 58103 02 2,800
Child FINd — 2002.......cccoieiieiie e . 58102 02 1,830
ES ASSESSMENt .....viiiiiiieciiiiiee et e . 58104 02 1,016
RTC — Discretionary — 2005..........ccoiiiiiriiieeeniieeenieeeeieee e . 58105 02 207,516
RTC — Discretionary — 2004..........ccoorrieiiiieeiiieeenieee e . 58104 02 437
SUMMEr INSHIULE .. 84.173 58104 02 6,713
Title IV — Safe & Drug Free Schools — 2003 84.186A 59003 02 12,367
Title IV — Safe & Drug Free Schools — 2002............cccccevriienneennn. 84.186A 59002 02 10,045
Vocational Education — Carryforward ............ccceeevieereiieeeiiieeeeee. 84.048 46202 32 (646)
Vocational Education — Carryforward ...........cccceevveeeiniieiinieeeneen. 84.048 46204 32 1,295
Vocational Education — Basic — 2005............ccceevevierrieerieecneenee. 84.048 46205 32 31,445
Title 1I-D — Education Technology 73604 02 5,405
Title 1I-D — Education Technology ..........cccceeviiiiiiiiiiiiiiiieeeee, 84.318 73605 02 5,669
Teacher Quality — 2004 .........cccuiireiriieieeeee e 84.367A 71004 02 18,166
Teacher Quality — 2005.........cccoiiiiiiieeeeee e 84.367A 71005 02 135,602
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PASS-THROUGH

FEDERAL GRANTOR ENTITY
PASS-THROUGH GRANTOR IDENTIFYING FEDERAL
PROGRAM TITLE CFDA NUMBER NUMBER EXPENDITURES
Passed-Through State Work Force Cabinet:
Adult Education — Development Funds ............ccocoiiiiiiiiiiicennen. 84.002 4,470
Adult Education — State Administration Basic — 2002................... 84.002 486
Adult Education — State Administration Basic — 2004................... 84.002 1,837
Adult Education — State Administration Basic — 2005................... 84.002 13,566
Adult Education — Corrections — 2004............ccoviieerniieeiiieeeneen. 295
Adult Education — Corrections — 2005..........ccccevveeeeeeeiciiieeeeeeenn, 6,561
Adult Education — Staff Development — 2004 323
Adult Education — Staff Development — 2005 1,458
TOTAL U.S. DEPARTMENT OF EDUCATION 1,576,217
CORPORATION FOR NATIONAL SERVICE

Passed-Through Kentucky Council on Higher Education:
Kentucky Reads — 2003 ...........ooiiiiiiiiiii e 94.006 25
TOTAL CORPORATION FOR NATIONAL SERVICE 25

TOTAL EXPENDITURES OF FEDERAL AWARDS §$
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SIMPSON COUNTY SCHOOL DISTRICT
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended June 30, 2005

NOTE 1: BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the federal
grant activity of Simpson County School District and is presented on the modified
accrual basis of accounting. The information in this schedule is presented in
accordance with the requirements of OMB Circular A-133, Audits of States, Local
Governments and Non-Profit Organizations.
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SIMPSON COUNTY SCHOOL DISTRICT
SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS
For the Year Ended June 30, 2005

® 04-1 Grant Compliance

US Department of Agriculture

School Breakfast, Lunch and Food Distribution Programs
CFDA No. 10.533, 10.555 and 10.550

Grant No. 57604 02

For the Year Ended June 30, 2004

Condition and Criteria: The District did not maintain documentation of time
and effort for certain personnel which had less than 100% of their time
charged to the grant in accordance with OMB Circular A-87, Attachment B.

Effect: Time and effort records were not obtained in accordance with OMB
Circular A-87, Attachment B. However, other supportive documentation was
maintained to provide evidence cost was appropriately spent. No questioned
cost resulted from this finding.

Cause: The District payroll personnel were unfamiliar with compliance
requirements under OMB Circular A-87, Attachment B, requiring certain
documentation of time and effort of personnel who are charged to multiple
grant programs based on actual time spent.

Auditor Recommendation: Employees paid in part from a single federal
program must maintain time and effort records that document the portion of
time and effort spent to a specific single federal program.

Grantee Response: In compliance with the requirements and by the next
quarter end, a document will be kept in the office of the director to provide
evidence of time and effort put into this program. This document will be
updated weekly to show time and effort. This issue will also take place with
those people who are not full-time. They will turn in weekly time sheets to
provide documentation of allocated salary.

Current Status: The corrective action plan was implemented and no other
findings were noted.
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SIMPSON COUNTY SCHOOL DISTRICT
SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS (CONTINUED)
For the Year Ended June 30, 2005

US Department of Education

Title | — CFDA No. 84.010

Grant No. 35103 01 and 35104 01
For the Year Ended June 30, 2004

Condition and Criteria: The District did not maintain documentation of time
and effort for personnel in accordance with OMB Circular A-87, Attachment B.

Effect: At a minimum, semi-annual certifications were not obtained from
employees who work solely on one grant program and time records for
personnel with time spent on multiple grants were not maintained in
accordance with OMB Circular A-87, Attachment B. However, other
supportive documentation was maintained to provide evidence cost was
appropriately spent. No questioned cost resulted from this finding.

Cause: The District payroll personnel were unfamiliar with compliance
requirements under OMB Circular A-87, Attachment B, requiring certification
of time and effort of personnel who work solely on one grant program and
requirements for personnel charged to multiple grants.

Auditor Recommendation: Employees paid in whole from a single federal
program must provide a certification of time and effort that documents the
portion of time and effort spent to the single federal program. In addition,
employees paid in part from a single federal program must maintain time and
effort records that document the portion of time and effort spent to a specific
single federal program.

Grantee Response: In compliance with the requirements of Title | and by the
next quarter end, a document will be kept in the office of the Title | director to
provide evidence of time and effort put into this program. This document will
provide evidence that the 10%, the amount of grant that pays the director’s
and her secretary’s salary, is being used for Title | issues. This document will
be updated weekly to show time and effort relating to Title . This issue will
also take place with those people who are not full-time Title | people. They
will turn in weekly time sheets to provide documentation of allocated salary
from Title I. Also, semi-annual certifications will be obtained from employees
who work solely on one grant program.

Current Status: The District has not implemented their corrective action plan.

They have taken measures to correct the above condition by December 31,
2005.
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Kentucky State Committee for School District Audits
Members of the Board of Education

Simpson County School District

Franklin, Kentucky

We have audited the financial statements of the governmental activities, the business-
type activities, each major fund and the aggregate remaining fund information of
Simpson County School District as of and for the year ended June 30, 2005, which
collectively comprise Simpson County School District’s basic financial statements
and have issued our report thereon dated September 7, 2005. We conducted our audit
in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States, and the
audit requirements prescribed by the Kentucky State Committee for School District
Audits in Appendix | of the Independent Auditors’ Contract—General Audit
Requirements, Appendix |l of the Independent Auditors’ Contract—State Audit
Requirements and Appendix lll of the Independent Auditors’ Contract—Electronic
Submission.

e Internal Control Over Financial Reporting

In planning and performing our audit, we considered the District's internal
control over financial reporting in order to determine our auditing procedures for
the purpose of expressing our opinions on the financial statements and not to
provide an opinion on the internal control over financial reporting. Our
consideration of the internal control over financial reporting would not
necessarily disclose all matters in the internal control over financial reporting
that might be material weaknesses. A material weakness is a reportable
condition in which the design or operation of one or more of the internal control

927 College Street « PO Box 104 167 South Main Street
Bowling Green, KY 42102-0104 Russellville, KY 42276
(270) 782-0700 # Fax: (270) 782-0932 (270) 726-7151 o Fax: (270) 726-3155
1-888-896-5000 1-888-240-7151
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Kentucky State Committee for School District Audits
Members of the Board of Education
Simpson County School District

components does not reduce to a relatively low level the risk that misstatements
caused by error or fraud in amounts that would be material in relation to the
financial statements being audited may occur and not be detected within a
timely period by employees in the normal course of performing their assigned
functions. We noted no matters involving the internal control over financial
reporting and its operation that we consider to be material weaknesses.
However, we noted other matters involving the internal control over financial
reporting that we have reported to management of the District in a separate
letter dated September 7, 2005.

e Compliance

As part of obtaining reasonable assurance about whether the District's financial
statements are free of material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts and grants,
noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion
on compliance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance and other matters that are required to
be reported under Government Auditing Standards.

In addition, the results of our tests disclosed no instances of material
noncompliance of specific state statutes or regulations identified in Appendix Il
of the Independent Auditors’ Contract—State Audit Requirements.

This report is intended solely for the information and use of the members of the
Simpson County Board of Education, Kentucky State Committee for School Districts,

and management of Simpson County School District, federal awarding agencies and
pass-through entities and is not intended to be and should not be used by anyone other

than these specified parties.
Holand CPrg,FSC

Russellville, Kentucky
September 7, 2005
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE
WITH REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM
AND INTERNAL CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH OMB CIRCULAR A-133

Kentucky State Committee for School District Audits
Members of the Board of Education

Simpson County School District

Franklin, Kentucky

e Compliance

We have audited the compliance of Simpson County School District (the
"District") with the types of compliance requirements described in the U.S. Office
of Management and Budget (OMB) Circular A-133 Compliance Supplement that
are applicable to each of its major federal programs for the year ended June 30,
2005. The District's major federal programs are identified in the summary of
auditors' results section of the accompanying schedule of findings and questioned
costs. Compliance with the requirements of laws, regulations, contracts and
grants applicable to each of its major federal programs is the responsibility of the
District's management. Our responsibility is to express an opinion on the District's
compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards
generally accepted in the United States of America, the standards applicable to
financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States and OMB Circular A-133, Audits of
States, Local Governments and Non-Profit Organizations;. Those standards and
OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a direct and material effect

927 College Street « PO Box 104 167 South Main Street
Bowling Green, KY 42102-0104 Russellville, KY 42276
(270) 782-0700 # Fax: (270) 782-0932 (270) 726-7151 o Fax: (270) 726-3155
1-888-896-5000 1-888-240-7151
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Kentucky State Committee for School District Audits
Members of the Board of Education
Simpson County School District

on a major federal program occurred. An audit includes examining, on a test
basis, evidence about the District's compliance with those requirements and
performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our
opinion. Our audit does not provide a legal determination on the District's
compliance with those requirements.

In our opinion, the District complied, in all material respects, with the requirements
referred to above that are applicable to each of its major federal programs for the
year ended June 30, 2005. However, the results of our auditing procedures
disclosed instances of noncompliance with those requirements which are required
to be reported in accordance with OMB Circular A-133 and which are described in
the accompanying schedule of findings and questioned costs as item 04-1.

e Internal Control Over Compliance

The management of the District is responsible for establishing and maintaining
effective internal control over compliance with requirements of laws, regulations,
contracts and grants applicable to federal programs. In planning and performing
our audit, we considered the District's internal control over compliance with
requirements that could have a direct and material effect on a major federal
program in order to determine our auditing procedures for the purpose of
expressing our opinion on compliance and to test and report on internal control
over compliance in accordance with OMB Circular A-133.

Our consideration of the internal control over compliance would not necessarily
disclose all matters in internal control that might be material weaknesses. A
material weakness is a condition in which the design or operation of one or more
of the internal control components does not reduce to a relatively low level the risk
that noncompliance with the applicable requirements of laws, regulations,
contracts and grants that would be material in relation to a major federal program
being audited may occur and not be detected within a timely period by employees
in the normal course of performing their assigned functions. We noted no matters
involving the internal control over compliance and its operation that we consider to
be material weaknesses.
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Kentucky State Committee for School District Audits
Members of the Board of Education
Simpson County School District

This report is intended solely for the information and use of the members of the
Simpson County Board of Education, Kentucky State Committee for School Districts,
management of the Simpson County School District, federal awarding agencies and
pass-through entities and is not intended to be and should not be used by anyone other
than these specified parties.

Hola.d CPns, PS¢

Russellville, Kentucky
September 7, 2005
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SIMPSON COUNTY SCHOOL DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended June 30, 2005

SECTION | — SUMMARY OF AUDITORS’ RESULTS

Financial Statements

Type of auditors’ report issued:

unqualified

Internal control over financial reporting:

Material weakness(es) identified?

Reportable condition(s) identified that
are not considered to be material

weakness(es)?

Noncompliance material to financial

statements noted?

Federal Awards

Internal control over major programs:

Material weakness(es) identified?

Reportable condition(s) identified that
are not considered to be material

weakness(es)?

Type of auditors’ report issued on

compliance for major programs:

unqualified

Any audit findings disclosed that are required
to be reported in accordance with section

510(a) of Circular A-1337?
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Yes

Yes

Yes

Yes

Yes

M None reported

M No

M None reported



SIMPSON COUNTY SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
For the Year Ended June 30, 2005

Identification of major programs:

Name of Federal Program
CFDA Numbers or Cluster

10.553/10.555 Child Nutrition Cluster

Dollar threshold used to distinguish
between type A and type B programs: $300,000

Auditee qualified as low-risk auditee? M Yes No

SECTION Il — FINANCIAL STATEMENT FINDINGS
None.
SECTION lll — FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

See prior year findings.
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